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Better start 
doing this to part of 
your money 


You KNow how money is! 


Today it’s in your hand, and the 
next day it isn’t! 

A lot of people, however, have 
found an excellent way to make 
certain they will have money when 
they need it most. 


They salt away part of their pay 
each week in U.S. Savings Bonds 
through the Payroll Savings Plan 
where they work. 


They know that saving this way 
assures them of the money for a 
down payment on a new home...a 
new car... or retirement when the 
time comes. 


Furthermore, in ten years they get 
back $4 for every $3 invested in 
U.S. Savings Bonds. 


Why don’t YOU start saving money 
regularly and automatically where 
you work, or at your bank through 
the Bond-A-Month Plan? 


| Automatic saving is 
a sure saving — 


ee. U.S. Savings Bonds 


cafe 
(x) § Contributed by this magazine in co-operation with the Magazine Publishers of America as a public service. 
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Beneficial 


Industrial Loan 
Corporation 
DIVIDEND NOTICE 


Dividends have been declared by 
the Board of Directors, as follows: 


CUMULATIVE PREFERRED STOCK 
$3.25 Dividend Series of 1946 
$.81'/, per share 


$4 Dividend Series of 1948 
$1 per share 


(for quarterly period ending 
March 31, 1950) 


COMMON STOCK 
$.37!/, per share 
The dividends are payable March 
31, 1950 to stockholders of record 


at close of business March 15, 
1950. PHILIP KAPINAS 


Treasure? 


March 1, 1950 








Rovar TypewrRiver 
ComPANY, Ine, 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending April 30, 1950, has been 
declared payable April 15, 1950 on 
the outstanding preferred stock of 
the Company to holders of pre 
ferred stock of record at the close 
of business on March 31, 1950. 
A dividend of 50¢ per share has 
been declared payable April 15, 
1950, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on March 31, 
1950. 
February H. A. WAY 
Secretary 


— RAL — 











UNITED FRUIT COMPANY 


DIVIDEND No. 203 


A dividend of fifty cents per 
share and an extra dividend of 
one dollar per share on the capi- 
tal stock of this Company have 
been declared payable April 14, 
1950 to stockholders of record 
March 9, 1950. 
EMERY N. LEONARD 
Treasurer 





MARTIN-PARRY 


CORPORATION 


DIVIDEND NOTICE 


The Board of Directors has declared a dividend 
of twenty-five cents (25c) on the Capital Stock of 
the Corporation, payable April 5, 1950, to stock- 
holders of record at the close of business March 
20, 1950. 





T. Russ HILL, President 
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On January 1, 1945, it was 668,000 





In June, 1949, it was 800,000 





Now it’s well over 





WOON 


ATE TL Stockholders 


No other stock is so widely held by so many people. About one family in every 50 


in this country now owns American Telephone and Telegraph Company stock 








| last month the number of stock- 
holders of the American Telephone 
and Telegraph Company reached a 
record high of 900,000 and it’s still 
growing. 

This is an increase of over 100,000 
in eight months. The big gain is due 
not only to completion of the first 
offering of stock to employees under 
the Employee Stock Plan but to con- 
tinued public buying. 


The people who own the Bell Tele- 
phone business come from all walks 
of life in every section of the country. 
Most of them are small stockholders. 
280,000 own five shares or less. More 
than half are women. 


Over 150,000 telephone employees 
are now stockholders. In the next 
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year or so many thousands more will 
complete payments on stock under 
the Employee Stock Plan. 


A significant fact is that more than 
350,000 A. T. & T.*stockholders have 
been stockholders for ten years or 
longer. Their A. T. & T. dividend has 
come along regularly, in good times 
and bad. 


They bought the stock “for keeps” 
because of their long-term confidence 
in the business and their belief that 
regulatory bodies will provide ade- 
quate rates for service so that they 
may receive a fair and stable return 
on their investment. 


It’s the widespread confidence of 
investors that helps make possible the 
good telephone service you get today. 





EVERY TIME YOU TELEPHONE you share 
the benefits of the stockholders’ in- 
vestments. It’s their dollars that build, 
expand and improve the best tele- 
phone system in the world for you to 
use at low cost. 
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Industry 
Business 


The Trend of Events 


RUBLE DIPLOMACY ... The Soviet Union recently in- 
creased the official value of the ruble in terms of the 
dollar and switched from the dollar to gold as its in- 
ternational monetary yardstick. The ruble was de- 
clared worth 25 cents compared to the old rate of a 
little less than 19 cents. At the same time sweeping 
price reductions to the Soviet consumer were ordered. 
This decree marked another step in what appar- 
ently is an effort to establish the Soviet ruble as an 
international competitor of the dollar and pound 
sterling, an idea that seems to have dominated Rus- 
sian financial policy ever since the end of 1947. 
Setting gold as a foreign exchange standard alleg- 
edly because of American inflation and sterling and 
other currency devaluation must be viewed chiefly as 
a propagandistic step designed to play up alleged 
weakness of western currencies and the increasing 
strength of the ruble. The official announcement vir- 
tually says that much. Beyond that, and as far as the 
West is concerned, the move is largely meaningless. 
It doesn’t mean that Russia is going on a domestic 
gold standard. The Soviet citizen cannot exchange his 
rubles for gold; neither can the Satellite countries 
that trade with Russia. But the Satellites are bound 
to suffer from the move. The 


one dominated by price considerations, the Soviets 
cannot lose by this game. As importers and exporters, 
they stand to benefit in their trade with their Satel- 
lites—and this perhaps was one of the primary rea- 
sons behind the currency maneuver. 

Beyond that, since the ruble is not an international 
currency, the step has little meaning. Going off the 
dollar base was doubtless meant to be a left-handed 
slap at the U. S. Going on a gold basis by merely say- 
ing that the ruble is now worth 3.428 grains of gold 
means nothing, for it doesn’t give anybody a chance 
to test it. 

The importance of domestic price cuts is harder to 
assess. Lower prices automatically boost consump- 
tion, as the Russian economic high command must 
know. Thus at first glance it would seem that Russian 
output has risen enough to permit a larger share of 
goods to go to consumers. If so, this undoubtedly 
would be an interesting development. 

But any such conclusion must be heavily qualified. 
There is no information on quantities available. More- 
over, even with the price cuts, consumer prices are 
still inordinately high by western standards. The fact 
that the Soviets are expanding industrial and military 
output does not lead one to 





effect of increasing the gold 
content of the ruble will be to 
make Russian goods dearer to 
Satellite customers and to 
others who buy from Russia, 
just as these will get fewer 


ness trends 


We recommend to the attention of our 
readers the analytical discussion of busi- 
contained in 
“What’s Ahead for Business?” 
regular feature represents a 


expect great improvements in 
living standards. Yet some 
improvement is possible, if 
only forced by spreading pub- 
lic dissatisfaction, and there 
has been much of it. Thus the 


column 
This 
valuable 


our 








rubles for whatever they sell 
to Russia. Since Soviet trade 
with the Satellites is on a com- 
pulsory and state managed 
basis rather than a competitive 





supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 


keep informed of the forces that may 


shape tomorrow’s market, don’t miss it! 








move should not be dismissed 
as a mere gesture, to be nul- 
lified by indirect measures as 
often has been done in the 
past. 
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WHAT PRICE GOLD? ... The sharp decline of the price 
of gold in free markets in recent months has been 
somewhat of a mystery to many among the gold trad- 
ing fraternity though it needn’t be. In Paris last Sep- 
tember, gold was selling at the equivalent of $53 an 
ounce, whereas the indicated price is now around $48, 
a decline of almost 20%. Fortunes are understood to 
have been lost by those in various international cen- 
ters who had been certain that currency depreciation 
would mean higher gold prices. Consequently large 
gold hoards were built up and dealers in the Far East, 
especially, were reported to have had large amounts. 
But prices, far from advancing, declined sharply with 
the downtrend in the Far East aggravated by the fact 
that the communist armies were in the process of 
overrunning China and that many gold hoards had 
to be dumped hurriedly. Thus whereas prior to Euro- 
pean currency devaluation, gold in Hongkong markets 
sold as high as $48 an ounce compared with the official 
Treasury quotation of $35, by the end of 1949 it had 
dropped to about $39.25. 

Apart from the special factors that accelerated the 
downtrend in price in Far Eastern markets, reasons 
for the general price decline in gold are not hard to 
find. Probably a principal influence was President 
Truman’s categorical statement last November that 
the Treasury’s buying price for gold would not be 
raised while he was in office. Before that, South 
Africa modified her import restrictions in such man- 
ner as to promise freer export of the gold produced 
in that country. 

The former doubtless tended to reduce speculative 
demand, and the latter tended to increase the supply. 
Additionally, there appeared signs of increased con- 
fidence in Western European countries. Hoarding 
demand in France, for instance, is said to have abated 
materially and a good deal of gold reportedly has 
come on the market. All of which naturally was bound 
to affect the price. But in this connection, and speak- 
ing of confidence, it is an interesting commentary that 
gold mining shares in the doldrums for some time— 
have again turned strong in the London market fol- 
lowing the British election outcome. It is rumored 
that renewed interest in gold has been stimulated by 
expectation of further currency devaluation. 

However that may be, the fact remains that the 
premium on gold has shrunk markedly almost all over 
the world. Another 20% decline in the Paris market 
would bring it down to our Treasury buying price, 
the statutory valuation of the metal in dollars. With 
continued recovery of economic conditions and con- 
fidence, the gap might be bridged relatively quickly, 
speeded by dehoarding in anticipation of just such a 
possibility. If so, the gold hoarders will definitely 
come out second best. Many already have suffered 
substantial losses, and stand to lose more if the recent 
trend continues. 


THE COAL SETTLEMENT... Whatever may be the suc- 
cess of the agreement achieved in the coal dispute, the 
American people will not soon forget the grim period 
that preceded it, and President Truman’s attitude 
towards the law which was designed to protect the 
nation against just such an emergency. The Presi- 
dent’s request for new legislation in the dangerous 
field of Government operation was necessary as a 
last resort, but the very fact that he was driven to 





such a step was also an admission of weakness, the 
effects of which are apt to plague future labor rela- 
tions unless Congress takes an energetic hand. 

Fortunately Government operation of the coal 
mines did not become necessary. The miners won 
most of their demands, but after the losses they 
have suffered, it is difficult to think in terms of vic- 
tory for any one. The nation, of course, has been 
the important loser, not only from an economic stand- 
point but from the standpoint of breakdown of law 
and its administration. 

It may be easy for the President to contend that 
the law failed in this instance. But he cannot make 
the public forget that he contributed greatly to the 
failure, having done all to discredit it and having 
applied it half-heartedly and at the very last mo- 
ment. The last-minute signing of a contract saved 
him from embarking on seizure of the mines, with 
all its hazards and uncertainties. But this has not 
resolved the larger issue that has been created— 
the arbitrary manner in which the public interest 
has been damaged. The situation forcefully requires 
a sweeping revision of the labor-management law 
and Congress may soon find itself taking up the 
Taft-Hartley amendments, pidgeonholed by the 
Democratic party at the behest of the union leaders. 
Victory may yet turn out to be a hollow one. 

‘As far as the public is concerned, it has to face 
the sorry fact that a group exists which is appar- 
ently more powerful than the Government itself, 
which can flout court orders and make a mockery 
of the whole collective bargaining process. It is a 
situation that calls for a different leadership than 
the kind we had so far, a leadership that is at least 
as conscious of the public welfare as of purely po- 
litical considerations. As it is, instead of having 
enforcement of the law in the interest of all, every- 
body else’s rights were abridged under cover of pro- 
tecting the spurious “rights” of a politically power- 
ful union. It it was done merely from a desire to 
prove the Taft-Hartley law unworkable, the Admin- 
istration certainly pursued a perilous and irrespon- 
sible course. Actually, the course taken proved only 
one thing: That the law is not strong enough and 
must be strengthened forthwith. It is up to responsi- 
ble leaders in Congress to draw the necessary 
conclusions. 

Nor can one be reassured about the way the Gov- 
ernment handled its case against the U.M.W. Ob- 
viously Judge Keech had the right to reject “con- 
jecture” and insist on “evidence” of collusion by the 
leaders of the striking miners. Whether, as Senator 
Taft and others assert, the Government’s lawyers 
failed to produce as much and as strong evidence 
as they could have obtained is a serious question. 
The belief remains widespread that if John L. Lewis 
had wanted to get the miners back to work, he could 
have done so. The idea that 370,000 miners, widely 
scattered over various states, all decided individ- 
ually, simultaneously and spontaneously to defy the 
court injunction is simply too much to swallow. It 
defies logic and is an insult to the intelligence of 
every citizen. If the idea were valid, then the union 
proved itself an undisciplined mob responsible to 
nobody and beyond control by their leader who pro- 
fesses to speak for it and makes demands in its 
name. 
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As 9 See Jt! 


BY CHARLES BENEDICT 


FIDDLING WHILE ROME BURNS 


w= spectacle of a President of the United States 
playing politics with labor in an election year is not a 
very edifying sight. This is especially so since Mr. 
Truman has called himself the friend of the laboring 
man and rests his administration on a Fair Deal for 
all the people of the United States. 

It seems to me that the Republicans could well make 
their compaign against 
Mr. Truman on the 
ground that he is a poli- 
tician first—a party man 
—and the indifferent 
friend of the voter. That, 
at the most crucial mo- 
ment in our history, when 
we are in a life-and-death 
struggle with an implac- 
able enemy, the President 
carries on labor politics in 
the coal strike to a point 
of economic emergency 
which throws thousands 
of people out of work all 
over the country—entail- 
ing a loss of income that 
can never be made up — 
even should these tactics 
result in an improved 
third quarter. A third 
quarter that would create 
a false prosperity as the 
election campaign goes 
into high. 

It is evident to all citi- 
zens that the world is in 
a period of major crisis 
calling for cooperation 
among labor leaders, in- 
dustry and Government 
—instead of the unsavory 
bickering of power poli- 
tics in which we are all 
the pawns of both sides. It makes our form of dem- 
ocracy look silly to the rest of the world, whose friend- 
ship we need and whose contempt can spell disaster. 

Whatever the ambitions of the labor leaders and 
the politicians, the repercussions of the very real fail- 
ure of the Labor Government in the recent elections 
in Britain—and the turn away from nationalization 
—are sure to be seriously felt in our country. 

This gives us our chance to take advantage of 
events and bring about a balance in the political scene 
—the balance necessary to stabilize our economic 
position. 

Mr. Lewis, who has asked for a conference with the 
owners of the coal industry, must be put in his place. 








MARCH 11, 1950 


‘“‘BUSY DAY FOR THE WEATHER FORECASTERS” 





Dowling in the N. Y. Herald Tribune 


Let the stockholders appear—to take their stand be- 
side management and speak for themselves. 

There is no reason why the increased earnings of 
a company, resulting from research and technological 
improvements, paid for out of money withheld from 
the stockholder’s share of company earnings—should 
be paid out to labor, which has not contributed any- 
thing toward these sav- 
ings. Nor are labor lead- 
ers justified in encourag- 
ing the men to question 
any dividends received, 
or increasing the impres- 
sion that stockholders are 
not entitled to equal ad- 
vantages based on the 
high cost of living. 

No one questions labor’s 
right to a fair share. In 
fact, it is to the advan- 
tage of industry that 
labor’s income be high 
enough to absorb our vast 
productive capacity. In 
this way, the buying 
power of labor is an im- 
portant factor in our 
economy and for corpo- 
rate earnings. 

In stirring up unsound 
and uneconomic strife 
between labor and man- 
agement, labor leaders 
are not serving the 
workingman, as Mr. 
Gompers did, but are ex- 
ploiting labor in their 
play for power when they 
engineer strikes which 
hit our economy in its 
most vulnerable spot — 
and bring unpaid idle- 
ness to hundreds of thousands of workers. 

The situation has reached such an impasse that a 
single individual such as John L. Lewis can by his will 
affect the entire economy and secure the backing of 
politicians in an election year. 

This is a call for revolt of those of us who work— 
and produce—and save—and supply the tools—which 
create the jobs for labor. 

Let us organize to fight the politicians who are un- 
willing to give us a Fair Deal, while they pamper 
large groups of voters in various fields with subsidies 
of one kind or another—and who base their actions on 
political bias rather than on justice and the welfare 
of the country as a whole. 
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Market In Final Phase 


Market response to news of the strike settlement and thfe resumption of coal mining was 
initially tepid. After a month of sidewise drift by the industrial average, a “break-out” 
may be near. Given an upward spurt, we would guard against jumping to bullish con- 
clusions for reasons detailed below. Continue to maintain conservative reserves. 


By A. T. MILLER 


O n Friday evening, March 3, it was officially 
reported that a settlement of the coal strike was “‘in 
the bag.” Some haggling over details of the contract 
continued into Sunday, but it was generally taken 
for granted that a resumption of coal movement was 
imminent, as was later confirmed. This means that 
the coal strike ceased to be an effective factor in 
stock market sentiment over-night, last Friday. Mar- 
ket action in the short final trading session of last 
week provided the first tentative evidence as to 
whether the strike had caused the recent stalemate 
in stock prices or merely served as a convenient 
excuse for the lack of significant forward motion in 
a tired and increasingly vulnerable market. 

We do not believe this strike has been more than 
a minor influence on investment or speculative 
thinking. We have cited flattening-out tendencies 
apparent in the market for many weeks, and ex- 


pressed the opinion that this was due to the thick 
layer of stock for sale below and around the 1948 
recovery highs, as measured by inclusive indexes; 
or between the 1948 high and the 1946 bull-market 
top as measured by the Dow-Jones industrial aver- 
age. It would take more than the indications pro- 
vided by a single two-hour session, or its follow- 
through for a few hours of trading at the start of 
the current week, to substantiate our view posi- 
tively; but we can say that the immediate perform- 
ance does appear to give it some further support. 


Limited Response to News 


The nef gains in the Dow averages in the session 
referred to were 23 cents for the industrials, 18 
cents for rails and 12 cents for utilities, with the 
bulk of this insignificant markup taking place in the 
first fifteen minutes of trading. Since 
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"THE MARKET 15 A TUG-OF-WAR....CONSTANTLY SHIFTING SUPPLY & DEMAND PRODUCES THE FLUCTUATIONS” 
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volume was above average, the price 
movement amounted to little more than 
“churning,” which is the stock market 
equivalent of what happens when a poor 
swimmer flails the water frantically 
without accomplishing much more than 
a loss of energy. 

The much watched Dow industrial 
average has been confined to about a 
5-point range of fluctuation for over a 
month; and at this writing is once more 
very close to its February 4 high of 
205.03. In technical terms, this is a 
“line formation,” which invites some de- 
tailed discussion further along in this 
analysis after we have had a brief look 
at the action of rails and utilities. 

More adversely affected by the coal 
strike than any other major group of 
stocks, rails have staged a performance 
curiously at variance with what the 
average person would consider logical 
expectation; but the average person 
does not make the market. Compared 
with industrials and utilities, there is 
considerably less public, and more pro- 
fessional, buying and selling of rails. 
The professional aspect might go far to 
explain rail action at some points. The 
rail average largely ignored the strike. 
It made a new 1949-1950 high of 56.00 
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on February 18, after the 


coal stoppage had been ef- YEARLY RANGE 
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fective for some days. It 
did not recede more than a 
fraction from that level 
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subsequently. It bettered 
the February 18 high by a 
rise of 68 cents to 56.42 on 
March 3, while the coal 
negotiations were still 








public knew; and edged up 
to a further new high by a 
meager 18 cents after the 


deadlocked, so far as the | 
news was out. | 
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whole, rails have lagged be- 
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hind the industrial and winnie maakt 
utility averages, in line 1941-1949 


with the performance of 
more speculative equities 
generally. Thus rails cur- 
rently stand at 87.1% of 
the 1948 high, against 
105.9% for the industrial 
average and 119.3% for the 
utility average. If minor 
moves put them to new 
highs for this swing, we 
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people figure (correctly) ” | | 

that rails are good stocks 20 i) 
to get out of at opportune a 
market levels. This should 
continue to make for re- 
stricted gains at best. If the 
speculative fever remains 
as repressed as it is now, 
rails will not have a good 
chance of getting back to 
their 1948 high. On the 
other hand, should any kind 
of a speculative blow-off 
develop, their subsequent decline — and that of the 
market as a whole — would be all the greater in 
scope. 

The action of utilities remains good in a non- 
spectacular way, reflecting more genuine investment 
demand for dividend income than in any other stock 
group. For reasons too detailed to go into here, 
selected utilities are among the best stocks to hold 
in conservative accounts. However, the greater part 
of their inevitably moderate price rise probably has 
been seen, the stocks are by no means outstandingly 
attractive on an average yield basis of less than 
5.5%, and they are not immune to market reactions. 

For reference, the real market continues to fare 
less well than that portion of the market which is 
pictured by the Dow averages. Our weekly index of 
325 stocks and the index of 100 high-priced stocks 
have edged up to new 1949-1950 highs. That is less 
significant than the probability that, if they are to 
get back to their 1948 highs at all, the hardest part 
of the effort is ahead and will require absorption of 
an extraordinary total of offerings. The composite 
index at last Saturday’s close was still 8.7 points 
under its 1948 top, the index of high-priced stocks 
was short of it by 2.67 points, while the index of 100 
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low-priced stocks had 13.29 points to go. 

Going back to the “line formation” in the indus- 
trial average referred to earlier in this discussion, 
there is the notion that great significance can be 
attached to the “break-out” from such a stalemate, 
since there is supposed to be a good chance that the 
direction taken will be maintained to the extent of a 
sizable, if not large, move in the averages. The fact 
is that there is no certainty at all about this. There 
have been plenty of “break-outs” which fooled those 
who took them at face value. 


Two Examples to Note 


To cite one example: the industrial average 
“made a line” for many weeks in February-March 
of 1940. The war seemed to be rocking along in a not 
too frightening way. So the market finally “broke 
out” on the upside on April 3 and 4; but by April 8 
it had topped the best March level by less than 3 
points — and that was that. A few weeks later the 
average nosedived about 37 points on the German 
sweep through the Low Countries toward the Chan- 
nel. That April 8 high was not reached again until 
December of 1944. (Please turn to page 648) 
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By E. A. KRAUSS 


_: can be no doubt that the arms race 
with Russia is on in earnest. Proof of this lies not 
just in President Truman’s decision to go ahead 
with H-bomb production, or in his recent declaration 
that if force is necessary, we stand ready to use it to 
combat the “deadly attack’”’ of those who would de- 
stroy freedom. 

It is, above all, implicit in the crystallization of 
our policy towards Soviet Russia which assumes 
that agreements with the Kremlin will have no 
meaning until Russia is faced with a “situation in 
fact” which it is our business to help create. The 
idea is to confront the Soviets with enough power 
to lead to a reversal of their policy aimed at estab- 
lishment of political power over other people. 

That at least is the way our present policy is 
being summed up by those in a position to know. 
To carry it out requires above all military strength, 
both for ourselves and our allies. Without such 
strength, we cannot possibly throw our weight into 
the balance when it comes to halt Soviet expansion. 
The trouble is that the requirements of such a pro- 
gram cannot be fulfilled with one eye on the budget 
and another on the elections though this is exactly 
what we appear to be doing at this stage. 

The reader may ask: What about the current 
peace gestures and trial balloons of which we hear 
and read so much. What about efforts to come to an 
understanding with the Russians? Such efforts are 
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undoubtedly being made and under force of public 
opinion may even lead to another high level inter- 
national conference. But the Administration thus 
far has remained cool to such pressure, and for good 
reasons. 

The defeats it already suffered in the cold war 
pose a serious problem, for in any such conference 
we would not be “leading from strength.” It would 
merely be an admission that our “get tough” policy 
has failed. While new attempts to come to an agree- 
ment might be popular among the voters who 
realize that arms races all too often end in war, and 
who are dismayed by the dismal budgetary outlook, 
the Administration is convinced that it will never 
be able to reach a satisfactory agreement with the 
Russians until it can back up its demands with force. 

It is for this reason that armaments on an ex- 
panded scale appear probable, for except for atomic 
weapons, the arms race finds us far behind. No in- 
crease beyond the sums already budgeted is likely 
this year, at least not until after the elections, but 
what happens thereafter may be a different story. 
Already armament plans are quietly reviewed and 
there are hints that Congress may be asked for more 
defense money next year. The arms race, if speeded 
up, will cost plenty of money and the $13.5 billion 
which taxpayers now put up for the military will 
be chicken feed, should we really try to guarantee 
security through arms for ourselves and those lining 
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up with us. Even mere continuation of current ex- 
penditures is a sobering prespect, since it may have 
to continue for a long time to come. In view of our 
already unbalanced budget, it would mean that taxes 
eventually would have to go up—not down as most of 
us keep hoping. 

This, then, is the prospect and, barring the un- 
expected, an entirely realistic one. The general situa- 
tion makes it so, as does the probability that unless 
there is vastly increased USA armament, Western 
Europe will progressively lose enthusiasm for tight 
military ties with us. And without allies, we cannot 
possibly stop Russia. 


Arms Race Involves More Aid Abroad 


The cost of arming ourselves and our friends will 
not be the only expense, huge as it may become. An 
arms race with Russia involves more. It involves 
continuation of ECA and active furtherance of the 
Point Four program. It means accelerated stock- 
piling of strategic raw materials. It will mean new 
aid programs for South Eastern Asia. In short, it 
will cost plenty of money beyond what we are now 
putting up. 

In this connection, ECA Administrator Hoffman 
and Secretary of State Acheson did a lot of plain 
talking the other day in opening this year’s con- 
gressional ECA debate. They not only warned 
against premature abandonment of the ECA pro- 
gram but both made it clear that “although the 
need for extraordinary assistance will come to an 
end, our affirmative cooperation and participation 
will be continuously required if the free world is 
to be a “going concern.” 

In plain language, this means that we cannot sim- 
ply pull out after 1952 when ECA expires. It means 
that even thereafter, Western Europe will have to 
rely on some form of USA help to keep on function- 
ing as a bulwark against the spread of communism. 
It means that further sacrifices on our part are re- 
quired, if the anti-communist front is to hold. 

Whether these sacrifices will take the form of 
continued direct subsidies or the acceptance of a 
greatly increased volume of European imports is a 
question on which the debate will wax hotter as time 
goes on. Imports contain a lot of political dynamite. 
Yet it must be one or the other if we are to accom- 
plish the ultimate purpose of the Marshall Plan. 
If we drop it entirely, the chance is that all our 
previous sacrifices may have been in vain. 


The Question of Imports 


If we do accept larger imports, through tariff re- 
ductions, it may well give rise to a system of Gov- 
ernment subsidies wherever economic losses threaten. 
If so, this too should be chalked up as part of the 
cost of the cold war and the arms race; the eco- 
nomics behind it are far-flung and show up in the 
most unexpected places. 

More obviously, strengthening our own military 
establishment and toughening the fiber of resistance 
among our allies by reinforcing their own sense of 
military security will be costly business. It has been 
said that producing the H-bomb may cost only a 
few hundred millions, but no one is sure of it. It 
may cost several billions, instead. And it cannot be 
developed at the expense of other weapons. It will 
call for corresponding expansion of the Army, Navy 
and the Air Force, possible industrial dispersal and 
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what not. How will all this affect our economy? 

No doubt any sharp increase in arms spending 
would have a stimulating, if not outright inflation- 
ary effect. Production of direct armaments uses up 
plenty of raw materials and tends to tighten the 
manpower situation. Accelerated stockpiling will 
boost the demand for certain vital industrial ma- 
terials such as rubber, tin, manganese, lead and 
others. The stockpiling program for fiscal 1951 has 
already been upped te $650 million from the $580 
million being spent in the current fiscal year. 

Still it is difficult to envisage any boost in the 
armament program sharp enough to set off any real 
inflationary explosion in the foreseeable future un- 
less fears are stirred up to a point where industry 
and business will once more rush into the markets 
to increase inventories on a substantial scale. Noth- 
ing of the sort is in sight now. As far as presently 
contemplated defense outlays are concerned, our 
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productive capacity is large enough to take them in 
stride on top of normal domestic needs. Care, never- 
theless, should be taken to minimize inflationary im- 
pacts. Defense spending has been notoriously waste- 
ful and any avoidable waste should be stopped. 

Budgetary impacts are likely to be more serious 
in view of the prospect of continued deficits and no 
relief from high taxes. It raises the question: Where 
is all this taking us? Though already the burden of 
taxation on individuals and on business is so great 
as to discourage incentive and seriously threaten 
the availability of risk capital for enterprise, more 
spending and taxing is a distinct possibility. Clearly 
this is a perilous course, not only from a fiscal but 
economic standpoint as well. 


Taxes Are Beginning to Pinch 


With the postwar boom ebbing, mere maintenance 
of the current tax structure will be increasingly, and 
adversely, felt on the entire economic front. There 
is much talk about high national income, enormous 
public purchasing power and huge individual sav- 
ings, but however impressive these aggregates show 
up, the fact is that high taxation is beginning to 
become a serious business problem. Ask any retailer 
and he will tell you that business isn’t what it used 
to be, that sales are harder to make, that the public 
is not only price-conscious but far less willing or 
able to spend freely. The tax bite is increasingly felt 
as living costs remain high and personal incomes 
tend to recede. The gap between gross pay and take- 
home pay is beginning to be noticed. 

In the circumstances, raising taxes still higher 
would make maintenance of prosperity more diffi- 
cult; certainly it would halt our march towards 
higher standards of living. Though from an overall 
economic viewpoint, heightened defense spending 
would be a partial offset, it would nevertheless im- 
ply industrial and economic dislocations which in 
turn would create their own problems. And the tax- 
payer-consumer certainly will feel the pinch. 

All the more should there be full realization, in 
and out of Government, that this is not the time to 
strain the economy by pushing ahead with all kinds 
of social experiments which would add billions to 
the budget. First things should come first. We may 
be strong enough to cope with any problem arising 
from foreign policy decisions, but not if we squander 
our strength and resources. 

Out of estimated $42.4 billion budget outlays in 
fiscal 1951, almost $30 billion go for “war and after- 
math.” This i is 71% of the total budget. Some of these 
items are of course irreducible, such as the $6 billion 
earmarked for veterans’ benefits and services, and the 
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Weapons | (guns, aks 5 = a eee ..___ 150,000, 000 | 
Ammunition (including guided missiles) =k 200, 000 1000 | 
| Vehicles comme 108,000,000 | 
Railroad Equipment a ae ie ke i __500, 000 | 
Construction Equipment . = kis Sd anode 2 ~ __7,500,000 
Heavy Materials—Handling Equipment... ca 2S) _7,000,000 
Miscellaneous Hard Goods... ae S Eis 276,000,000 
Maintenance and Operation. 3,400,000,000 
Procurement for Civilian Components ae 40,000,000 
Research and Development ia 594,000,000 








598 


$5.6 billion required for servicing the national debt. 
National defense requires $13.5 billion, and Inter- 
national Affairs (chiefly foreign aid) $4.7 biilion. 
It is easy to see how any worthwhile reduction of 
the last two items, should developments permit it, 
would immediately improve the budgetary situation. 
Alas, the prospect for this is slim in the foreseeable 
future, hence also the prospect for a balanced budget 
or tax relief. The latter, if it were possible, would 
be just about one of the strongest boosts to the 
economy that could be imagined. 

But as mentioned before, heavy defense outlays 
will support the economy in various directions, for 
it means sizable plums to many segments of indus- 
try. The money will go for everything from aircraft 
(the biggest item), tanks, guns, rockets and muni- 
tions to many small items of every-day use for a 
big slice will go for ordinary military housekeep- 
ing which may swallow more than half of total 
appropriations. 

It is indicated that during the next year and a 
half, more than $9 billion in U. S. and foreign-arms- 
aid military orders will flow to industry, and over 
$6 billion will go for equipment in fiscal 1951. As 
shown in the appended break-down of expenditures, 
more than $2 billion will go for aircraft, and about 
$350 million for weapons and ammunitions includ- 
ing guns, tanks, missiles, electronic equipment, etc. 
More than $100 million may be spent for vehicles, 
chiefly trucks, and about $7 million each for con- 
struction equipment and materials-handling equip- 
ment. A host of smaller items is set down under 
miscellaneous hard goods, at a total of about $275 
million, and maintenance and operation of the 
Armed Services will cost close to $3.5 billion, while 
$594 million will be spent for research and develop- 
ment projects. 


The Foreign-Arms-Aid Program 


Manufacturers of military materiel, machine tool 
makers and other hard goods suppliers to the mili- 
tary should also experience an upsurge of orders 
from the foreign-arms-aid program aggregating $1.3 
billion. More than one-third of this will consist of 
weapons and munitions already on hand which will 
be sent abroad, then replaced with more modern ver- 
sions for our own use. The cost of such replacements 
will be charged off against the arms aid program. 
Another part will be spent in procuring weapons 
and equipment not now available in our reserve. 
Some of this money will be expended in this country, 
but some will be directed into the building up of 
foreign facilities to produce munitions and materiel. 
In either case, American manufacturers will get 
business, mostly for machine tools and industrial 
equipment designed to speed up the European system 
of munitions making. 

Altogether, in fiscal 1951, $4.4 billion is budgeted 
for the Air Force, $4.0 billion for the Army and 
$4.1 billion for the Navy, while another $1 billion is 
foreseen for “activities supporting defense.” The 
aggregate of $13.5 billion compares with $13.1 bil- 
lion budgeted for the same purposes in the current 
fiscal year. Unless the cold war can be settled, con- 
tinued military outlays of current and possibly 
greater size appear an inevitable necessity, a pros- 
pect over which neither the Government nor the 
taxpayer is particularly happy; yet there is little 
chance that it can be escaped. 

Since it is bound to (Please turn to page 642) 
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| As Revealed by..... 
~ 1949 Annual Reports 


By J. C. CLIFFORD 


Fis progressive inflow of annual reports con- 
firms many conclusions reached by a study of a lesser 
number in the previous issue of the Magazine. Al- 
though widespread readjustment problems reduced 
total corporate earnings somewhat below those of 
the previous boom year, the experience of individual 
companies varied far more significantly than in other 
postwar periods. 

Thus while factors applicable to different indus- 
tries as usual color the picture one way or the other, 
exceptional stress on company performance is essen- 
tial in appraising the impact of renewed and severe 
competition. Now that deferred demand in nearly 
every industry has been substantially satisfied and 
the days of easy selling have vanished, the test upon 
efficient production and distribution has reached a 
critical point. In how very widely different manner 
the larger and more aggressive enterprises were able 
to hold their own, or to capture an increasing share of 
somewhat less responsive markets at the expense of 
competitors, is pretty well shown by a study of 1949 
annual reports. 

On the other hand, the experience of many con- 
cerns last year was so strongly influenced by transient 
handicaps, that sharply reduced earnings hardly pro- 
vide reliable clues to expectancies in 1950. Inventory 
losses due to sudden price declines, lower sales in- 
duced by the cautionary policies of customers until 
the air cleared, and above all the relative speed 
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with which cost con- 
trols could be im- 
proved under tem- 
porarily restricted 
volume — all these 
factors could well 
exert less pressure 
on margins and 
earnings under the 
more stable condi- 
tions now indicated 
for the first half of 
1950. Admittedly, 
however, a good 
many annual re- 
ports reveal the in- 
creasing difficulty of 
marginal concerns 
to overcome the han- 
dicap of high costs 
and rigid overhead 
expenses, often 
lcreating doubt as to 
their successful progress in the current year. 
a In studying earnings trends last year, 
: more than ordinary scrutiny of income re- 
ports is essential in determining the part 
played by bookkeeping adjustments. This is 
especially true as it relates to adjustments 
made in the final quarter. While such adjust- 
ments are entirely correct from the stand- 
point of accounting practice, and usually are 
s pointed out to shareholders, they often con- 
siderably distort operating results to. the un- 
informed investor. Similarly, comparisons of 
. earnings with 1948 should make full allow- 
- ance for an abnormally high or low base in 
the earlier year and for the influence of 
serious strikes at the company level or by 
materials suppliers in either period. 

As for group progress in 1949, the record activity 
by automotive concerns throughout the year, except 
by specialists in truck manufacture, was reflected by 
sharply higher earnings for the strongly entrenched 
car firms and some of their parts suppliers, though 
reduced volume of non-automotive items frequently 
brought adverse results to the latter. The steel con- 
cerns made varying progress, with several of the 
larger units reporting record earnings and many 
others with moderately lower net but still very satis- 
factory. The steel strike in October naturally reduced 
earnings of the entire industry in the final quarter. 


Other Industry Groups 


With few exceptions, concerns in the chemical divi- 
sion reported somewhat lower earnings because of a 
downtrend in prices, du Pont providing a notable ex- 
ception due to large dividends received from General 
Motors. Manufacturers of building supplies, textiles 
and home appliances generally suffered from abruptly 
curtailed demand in the first half of 1949, but towards 
the end of the year displayed remarkable elasticity 
in their recovery to more profitable conditions that 
now promise to continue for a number of months. 
Considering the many readjustment problems that 
had to be met last year, the relatively favorable earn- 
ings reported by numerous industries last year at- 
tests to benefits derived from widespread moderniza- 
tion, ample funds for promotion and increased oper- 
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ating efficiency, at least on the part of the more 
strongly entrenched components of the respective 
industry. 

Probably a clearer picture of how opportunities 
were seized and handicaps overcome last year can be 
revealed by discussing in more detail the annual re- 
ports of a few outstanding companies. A good sample 
in the textile industry is furnished by Pacific Mills, 
a company that has just completed its one hundredth 
year of operations. While unit sales last year were 
only slightly below 1948, lower prices cut dollar vol- 
ume by 12% to $98.8 million, while 1949 net earnings 
of $4.16 per share compared with $11.39 year before. 

Following a lull of four months in the middle of 
last year, business picked up sharply and backlog 
orders recently were larger than a year earlier. The 
1950 outlook is enhanced because pipelines no longer 
are overloaded and prices are more stable. The man- 
agement points out that a larger share of earnings 
can henceforth be allotted to stockholders because a 
sizable postwar improvement program is completed. 


Underwood Reports Lower Sales 


Underwood Corporation reported a drop of $10.7 
million in sales, which together with heavy expenses 
in developing new products and in expanding re- 
search activities reduced 1949 earnings to $5.26 per 
share from $8.19 the year before. The decline in net 
would have been slightly greater had not an amount 
equal to 66 cents per share been transferred from re- 
serve accounts to swell earnings. Despite acute dollar 
shortages, the company’s worldwide foreign business 
held up remarkably well last year. 

Currently, Underwood is aggressively pushing 
sales activities, aided by offerings of six new models 
and with substantial improvements in older ones. 
At the start of 1950, inventories were $2.7 million 
lower than at the same time in 1949, facilities had 
been enlarged and working capital had risen by $1 
million. A strongly entrenched trade position that 
has enabled the company to pay dividends without a 
break since 1911 lends confidence in operations dur- 
ing 1950. 

American Tobacco Company 


All leading cigarette manufacturers prospered last 
year, despite the continued high level of raw tobacco 
prices. The annual report of American Tobacco Com- 
pany, for example, shows that although volume of 
$858.9 million was somewhat lower than the year be- 
fore, net earnings of $7.90 per share compared with 
$7.58 in 1948. This favorable comparison, though, 
was primarily due to a rise in wholesale prices for 
cigarettes effective July 29, 1948, an advantageous 
factor that may not present itself in comparing earn- 
ings of the current year with 1949. 

It is interesting to note how a progressive rise in 
volume during the past four years has tended to widen 
operating margins. In other words, while sales of 
American Tobacco in the period rose about $95 mil- 
lion, costs advanced only $66 million, importantly due 
to low wage ratios. The report also reveals that though 
inventories increased $16.9 million last year to a rec- 
ord total of $531.5 million, the company pared down 
its funded debt by $9.2 million, while sinking fund 
requirements in the current year will involve an addi- 
tional $9.95 million. How comfortably such a pro- 
gram has been carried out is shown by the fact that 
while dividends paid rose to $24.6 million, retained 
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earnings of $20.9 million plus $8 million short term 
loans amply met all needs. 

The broadly diversified output of AVCO Manufac- 
turing Company tended to compound its readjust- 
ment problems in the summer months and through 
the third quarter, but an improvement that set in 
during the final quarter seems likely to be extended 
into the current year. A temporary slump in appli- 
ance and television sales, combined with price reduc- 
tions and delays due to model changeovers, adversely 
affected earnings last year, net per share declining to 
54 cents from $1.11 in 1948. As a result, dividends 
paid amounted to 30 cents per share compared with 
40 cents the year before. As AVCO has virtually com- 
pleted its improvement program, reduced its inven- 
tories considerably and is strongly financed, it has 
started the current year favorably situated in these 
respects, but it remains to be seen how well the com- 
pany can progress under intense competition. 

The 1949 report of Dresser industries is interest- 
ing to examine because it reflects steps taken by the 
management to shed several important subsidiaries 
and to concentrate on its basic activity, the produc- 
tion of equipment for the oil industry. Disposal of 
three gas appliance subsidiaries at the end of five 
months in the company’s fiscal year naturally reduced 
total sales for the full period, as well as net earnings, 
the latter declining to $3.02 per share from $7.14 in 
fiscal 1948. Proceeds of the sale, however, added about 
$12 million to working capital, allowing the company 
to comfortably acquire in November the Magnet Cove 
Barium Corporation, one of the largest producers of 
drilling ‘‘mud” for the oil industry, and hence impor- 
tantly rounding out the regular lines of Dresser. 


Improved Competitive Position 


Since Dresser’s sales activities are worldwide and 
over the long term the demand for its special prod- 
ucts by the oil and gas industries should remain sub- 
stantial, its new policies involving concentration 
should pay off through an improved competitive posi- 
tion. Seasonal factors and the cutback in oil activities 
of late may restrict volume in the first quarter of 1950 
but the management expects gradual improvement as 
the year unfolds. 

Not many concerns go so far as to tabulate results 
for 37 years past in their annual reports, but a proud 
record of exceptionally stable earnings induced Atlas 
Powder Company to follow this practice in 1949. In 
no year during the long period did Atlas fail to oper- 
ate at a profit. Although the hesitation of industria] 
customers to place orders last summer reduced 1949 
volume about 20% to $34.6 million, additionally in- 
fluenced by discontinuance of the coated fabrics lines 
late in 1948, net income of $5.03 per share compared 
with $3.90 in 1948. 

The better showing attests to improved cost con- 
trols, despite higher wage and overhead expenses, and 
was largely achieved through a modernization pro- 
gram that involved outlays of $8.8 million in the last 
four years. The company’s research facilities now 
represent a capital investment of around $1.3 million 
and annual expenditures for maintaining this divi- 
sion exceed $760,000. The management points out 
that volume in 1950 will depend on trends in indus- 
trial activity, but feels confident that operations in 
the first half will vary little from a year earlier. 

Another long established firm reporting on 1949 is 
Bigelow-Sanford Carpet (Please turn to page 645) 
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Comparative Sales, Earnings and Operating Margins of Leading Companies 
—Net Sales— = Operating Margin Ti 
($ millions) of ites ee nee 
1949 1948 «= «1949Ss«1:948 1949 1948 Ist 2nd 3rd 4th 
Addressograph-Multigraph 00 $42.8 $42.4 N.A. N.A. $6.72 $6.18 r) $3.55a $1.42 $1.75 
Alleghany Ludlum Steel. 105.7 1267 NA. NA. 1.16 5.05 $1.09 08d 24d 39 | 
American Airlines 103.2 89.2 80%b d 19 67d 09d 53 32. 03 | 
American Chide —______ 344 389 200 195% 33! 365 79 80 069k 
Americon Colottyp@ ecco. <ds2d—“ass23.KCNAASCONLA 5.10 522 45 99 41.08 258. 
American Tobacco _. 958.9 873.4 9.6 9.2 + 7.90 758 1.83 1.96 2092.02 
American Wool __... 132.1 197.8 Lt 134)C«wCAN@Ss«‘SBSCi‘iStC«Ci«S 69 
Atlantic Refining __. 27.2 «35.6 2SONLA. SONA.—O9STsd2,B8siTB—“ié‘i «SSCS. 
Atlas Powder 34.6 43.0 6.7 45 5.03 3.90 11.04 ss1.48sid2Dsti«i«D 
Aveo Mfg. ms ue 1973 «RS 45 10.1 54 ill) 14))~——O20S”*é‘WNSO!”C« 
Baldwin Locomotive... «(119.0 «126.4 —Ss«S. 43 1.41 12637 care” a 
Boyuk Cigars __ 31.1 37.8 4.2 Pr er | 7 SY > 2 
Bigelow-Sanford ........ 67.4 85.2 7.1 99 #410 #81! 128 73 04 204 | 
NN Sh wn ceiciniciaeincantn 9.8 8.8 7.4 6.8 1891.58 a ae a 
ny er oer ne 76.6 83.9 5 3.0 193559 08a. ~—-—=«.85a 
Commercial Solvents eee nnennennn 333 «415 147b 205b 128 210 33 27 35 33. | 
Cream of Wheat. 9.2 97 266 23.4 2.42 2.36 54 e 29 aT | 
UCTS (01 Di ec ee 80.6 108.6 6.8 Ci2 3.02 7.14 1.74 By 35 2) | 
Firth Corpet __ 160 22 3 175 195 3.91 a re 63 | 
Freeport Sulphur 278 «©6242 2=—o24.1 20.2 738 542 155 w7l 1.76 236 | 
General Baking. tC<«éaOSSSC«éNONS 45 67 152 2.56 7 2c Be Be ; “He | 
General Cigar 33.5 © 39.3 5.2 6.4 1.43 2.44 26 42 18 57 | 
General Portland Cement.o..c00nw-- 212 «194 39.7b 0 35.5b 0 5.05ss4.22s—i~iS BCC 
Harbison-Walker Refractories. 43.1 (i 49.3—CiG.T)2NSti2s (iti ASC«US«D 79 56 COS | 
Hazel-Atlas Glass 58.7 60.7 106 60 = 1.83sidALC (Gs ACC 
Marshall Field 207.8 224.5 60b 86b 4.13 5.45 32 45 752.6) | 
itnntes......._....... GF WS 7788S it] (CC 
Mead Johnson 234 254 140 126 108 1.04. ae "Bla 
Minneapolis Honeywell Regulator... 72.7 57.6 18.2 b 168b 6.05 4.49 99 .80 1.92 2.34 | 
| New York Air Brake... 55 186 129 «4153 £4491 635 223 «24176 39 53 | 
Northwest Airlines een = 04siLLC(‘“SNAS ods (st(‘ié«‘SSC«**« Csi 2.20-S—C*STHSC*«*iC«S | 
Pacific Mills 98.8 1127 467 42199 416 1139 204 06 2.06 a 
Radio Corp. of America. 397.2 3576 105b 4b 158 150 37 25 See 
Real Silk Hosiery. Tr a’ en er: |: yoy 
Texas Gulf Sulphur... ss 59.8 (tiLtiCSAT 7.14 725 190 97 170 157 
Underwood Corp. 459 566 107 «4153 £5.26 819 «48! 82 76 287 
United Carbon 215 260 233 25.7 360 3.91020 oti(iwDsi(sé«wBSC«* 
Victor Chemical 29.4 25.7 9.6 8.2 335 2.52 58 7) 1.05—S—«* 
Western Auto Supply 125.4 125.9 51 00O77t:é‘C|SC*«iCS*~*«*T % 18 2.16 
Westinghouse Air Broke. neem. (760 899 184 255 3.14 5.00 1.20 1.04 49 
N.A.—Not available. (c)—13 weeks. 
(a)—4 months. (d)—Deficit. 
(b)—Pre-tax margin. 
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How Dependable 


Are Recent 


DIVIDEND 
INCREASES? 


By GEORGE W. MATHIS 


74 he emphasis justifiably placed on corporate 
earnings and earning power does not alter the need 
of the stockholder for an adequate income return on 
his investment. Earnings of course are important, 
but perhaps more important from a shareholder’s 
viewpoint are dividends, present and prospective, for 
he cannot spend undistributed earnings as he may 
have learned to his sorrow in recent postwar years 
when earnings generally were high, and dividends all 
too often skimpy. ° 

For this reason, dividends and dividend yields, plus 
the dependability of disbursements, continue to be 
accepted as a dominant factor in the valuation of all 
but highly speculative common shares. This being so, 
the recent crop of increased interim payments is of 
particular interest. 

Back of this trend obviously is the desire by man- 
agement to more nearly equalize the distribution 
throughout the year, superseding the postwar habit 
of frequently modest interim payments supplemented 
by year-end specials. One may argue that no such de- 
cision would be made, were confidence in the outlook 
lacking or were there great doubt about the ability to 
maintain the new rates, though naturally no assur- 
ance can be given in the latter respect. But it is not 
the custom of big corporations to boost their regular 
rates only to cut them again on the slightest indica- 
tion of a less favorable earnings trend. If any cut is 
made, it will logically be in year-end extras or spe- 
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cials. For this reason, care should 
be taken not to look upon increased 
interim rates as absolute assur- 
ance of fully maintained total dis- 
bursements, or as harbinger of 
greater total disbursements for the 
current year. 

Regardless of the primary mo- 
tive behind the new trend, which is 
bound to vary among individual 
companies, it is nevertheless a 
constructive development particu- 
larly from the stockholder’s view- 
point. Not only can he feel assured 
about the management’s present 
confidence in the company’s out- 
look, but at long last he is coming 
into his own. During initia] post- 
war years, expansion programs 
were widely financed at the ex- 
pense of dividends. With expan- 
sion plans largely completed, capi- 
tal needs now have lessened, per- 
mitting disbursement of a greater 
proportion of earnings to stock- 
holders. This incidentally is also a 
sure way of improving manage- 
ment-stockholder relationships, a 
point that is probably not lost 
sight of by many managements. 

A more “earthy” reason for 
boosting regular payments can 
also be seen in the possibility of 
stricter application of the undis- 
tributed profits tax. With the tax 
authorities searching for ways and 
means to boost tax revenues, and 
with the factor of plant expansion 
—the requirements of which have 
tended to moderate the Treasury’s 
views in this respect in recent 
years—now largely out of the way, this consideration 
alone may easily stimulate more generous dividend 
policies in a good many instances. 

Whatever the primary motive, there is distinct 
merit in a policy that endeavors to spread dividend 
payments more evenly over the year. This course is 
bound to take some of the uncertainty out of the ques- 
tion of dividend prospects since it provides a good 
indication of minimum dividend expectancies, par- 
ticularly where the increased rates are still relatively 
moderate in relation to prospective earnings. 


The Question of Dependability 


Needless to say, the dependability of the new rates 
announced is of particular importance to investors. 
A stable income is clearly preferable to an equivalent 
total income received in varying amounts at irregular 
intervals. To ascertain the degree of dependability of 
the newly established rates, we shall, in the following, 
discuss a number of such instances taken from a some- 
what larger list which accompanies this article. 

Take for instance Allied Chemical & Dye Corpora- 
tion, one of the few remaining high-priced “blue 
chips” selling around 205. Despite its outstanding 
quality, it may not be the average investor’s choice 
because of its high price, but it is an excellent example 
to demonstrate our point. For the past 23 years, the 
company has been paying quarterly dividends of 
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$1.50, plus specials in varying amounts in a number 
of years since 1937. Last year, the year-end special 
came to $4, bringing total 1949 disbursements to $10 
a share which at current price affords a yield of 4.8%. 

A few days ago, the company raised its quarterly 
rate to $2, stating that the purpose of the change is 
to more nearly equalize distributions throughout the 
year. It added that while it is hoped that it will be 
possible to continue quarterly dividends at the new 
rate, this will of course depend on future conditions. 


New Quarterly Rate Should Be Maintained 


In view of current and prospective earnings, there 
should be no difficulty in maintaining the $2 quarterly 
rate though there may be doubt about the size of the 
year-end extra. 1949 profits are estimated around $13 
a share and may well be somewhat higher, approach- 
ing the 1948 net of $14.85 a share. The outlook for 
1950 earnings is promising and even if things should 
change somewhat later in the year, no possible threat 
to the $2 quarterly rate is foreseen. That, in short, is 
rather in the nature of a minimum expectation, bar- 
ring drastic recessionary conditions. Since the com- 
pany for 23 years has adhered to its $1.50 rate, it is 
hardly likely that it will drop the new $2 rate at the 
first sign of stormy economic weather. But the extra 
is likely to be subject to fluctuation. 

Or take American Cyanamid Co. which only in 
January raised its quarterly rate from 3714¢ to 50¢, 
and recently boosted it again to 6214¢. A special of 
6214¢ was also paid in January. The former quarterly 
rate was of course quite skimpy in relation to earn- 
ings; the double boost therefore was more than jus- 
tified, without making the dividend over-generous. 
Last year’s net came to $6.27 a share against $5.20 in 
1948 (both figures including the company’s equity in 
the undistributed earnings of the associated com- 


panies). If the 6214¢ quarterly rate is maintained, 
this would make the annual total $2.50 against total 
1949 disbursements of $2. 

Considering the wide earnings coverage, the new 
rate should be quite safe and leave room for extras. 
Since one of 621¢ has already been payable January 
3, stockholders may expect a total of $3.1214 in 1950 
which will raise the dividend yield to about 5.7% from 
3.6% if calculated on basis of last year’s disburse- 
ments. As a return of 5.7% is quite good for a quality 
issue like American Cyanamid, it should find due re- 
flection in the price of the stock which currently sells 
close to the 1949-50 high of 5714. The stock latterly 
met a good deal of investor interest. 

DuPont led off this year with an interim payment 
of 75¢. Based on present shares, dividends last year 
were 621¢ in each of the first two quarters, 65¢ in the 
third and $1.50 in the fourth quarter, making a total 
of $3.40 a share. The company has not established a 
regular rate, but if interim payments are maintained 
at the 75¢ rate, as is fairly safe to assume, this would 
mean $3 a share annually compared with net of $4.52 
a share reported for last year. The latter has been 
considerably swelled by the $8 General Motors divi- 
dend and a repetition of such a generous disbursement 
is unlikely this year. The GM dividend amounted to 
$1.68 of DuPont’s 1949 per share profits, while $2.84 
was derived from operating activities. Barring a sub- 
stantial improvement of the latter this year, and in 
view of the possibility that the GM dividend will be 
less generous, it is quite likely that 1950 DuPont dis- 
bursements may not exceed $3 a share. If so, it would 
make the prospective yield at current price about 
4.7% rather than 5.3% if calculated on basis of 1949 
disbursements. 

National Steel raised the quarterly dividend from 
$1.25 to $1.50 and also recommended a three-for-one 
split. Earnings in 1949 (Please turn to page 635) 








Comanies Which Increased Dividends in 1950 








































































































t+—Based on 1949 dividends. 
N.A.—Not available. 
(a)—Actual. 


{ 


(e)—Plus stock. 


Net Sales Operating Margins Net Per Share Interim Payments 

1949 1948 1949 1948 Est. Dividends Per Share Raised in 1950 Recent Yieldf | 

—($ millions) — ¥ ~ 1949 1948 1949 1948 From To Price : ae 
Allied Chemical & Dye $387.7 13.7% $13.00 $14.35 $10.00 $9.00 $1.50Q $2.00Q 205 4.8% | 
| Allis-Chalmers wgeengna: «28 7.9 6.00 5.67 2.00 1.60 40Q 50Q 33% £529 
| American Cyanamid ...... $237.7, 231.9 6.8 627a 5.20 2.00 1.50 50Q .62/2Q 54% 3.6 
| Armstrong Cork .... 163.3 173.0 10.1% 10.3 6.57a 7.54 3.00 3.00 40 50 49 6.1 
| Commercial Credit 93.3f  83.4f 190g 200g 9.16a 11.00b 4.00 3.20 1.00 1.20Q 62% 64 | 
| DuPont 977.8 20.3 4520 3.28 3.40 2.43 65 75 6453 
| General Electric 1,632.7 12.5 3.80 4.29 2.00 1.70 50Q 60Q 47 4.2 
|General Motors 4,701.7 17.9 13.50 9.72 8.00 4.50 1.25 1.50 76'/, 10.2 
| International Paper... 458.8 21.2 6.00 837 250 2.50 50Q  .62/2Q 36%, 72.0 
| Kimberly-Clark _—— ae” eee 12.4 5.24 5.02 1.65 1.65 35Q 45Q 28, 58 
Kroger Co. 807.7 825.6 3.5 2.4 742q 5.07 3.50 _—_—*3«.00 60 75 él 5.7 
Libby Owens Ford Glass 13500—C«w iti(‘éazstCO!”!”!#OCO CCS ORL5O 75 1.00 62, 9.2 ~~ 
| National Biscuit 294.4 296.2 NA. 11.9 3.17a 3.11 2.00 2.00 40 50 39, 
| National Dairy 900.2 986.4 4.1 5.00 4.04 _—2.20 1.80 50Q 60 = 40% 5.4 
National Steel 424.8 436.5 18.3¢ 165c 16.02a 16.35 5.50 5.00e 1.25 1.50 102% 5.3 
United Biscuit 84.9 87.7 NAA. 9.8 5.75 5.36 1.60 1.50 25Q 40 31% 5 
ks “ee 517.4 572.0 5.1 6.7 5.62a 8.48 3.00 5.00 50Q  75Q 43% 7.0 
U. S. Steel 2,302.4 2,473.7 12.5 9.3 5.39a 4.00 2.25 1.66 50 65 30% 387.4 
Westinghouse Electric ..... 945.6 9706 °# N.A. 11.0 4950 3.88 1.40 is +s 34% «4.0 = 


(b)—After reserves. 
(c)—Pre-tax margin. 


(f)—Gross income. 
(g)—Net Income as % of Gross Income. 
Q—Quarterly rate. 
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| §6POLITICS IN T-H APPLICATION 


By E. K. T. 


NATIONAL survey by Associated General Contrac- 
tors of America, Inc., brings word that 1950 will be 
a year of record volume with competition the keen- 
est in at least 20 years and with costs of building 





WASHINGTON SEES: 


Belief is widespread in the Capital that the 
“crisis” in which Britain finds itself as a result of 
the almost exact division of her government be- 
tween the tories and labor may prove a blessing 
in disguise. While there must be another election 
soon, the fact that 85 per cent of the British elec- 
torate turned out for the February 23 balloting 
shows there was not sufficient stay-at-home vote 
to give either party the hope of a clear-cut victory 
in the next “go,” and the prospect of coalition 
is raised. 


Clearly, the Britons have not been sold on the 
idea that either the Atlee or the Churchill princi- 
om of government are, in themselves, sufficient, 

either has the capacity, if in fact it has the will, 
to get to rock bottom of the national problems, 
give an inch of partisan principle in promotion 
of the general inten Without a working major- 
ity, the British government is on a Fi el 
basis. A few absentees, a handful of members 
away because of illness or on official business, 
can switch the control on a day of major decision. 
For that reason, firm commitments from the 
United States which are essential to British well- 
being may be held back to a more stable day. 
That may prove the greatest urge to coalesce. 


There were other favorable signs: steel nation- 
alization is dead; splinter parties dividing the 
government fared poorly, insuring a two-party 
system; of more than 100 communist candidates 
running, none was elected; neither of the major 
“em laid claim to easier access to the U. S. 

reasury. 





highways, railroads, public utilities, dams and other 
engineering projects, and industrial structures about 
10 per cent under the 1948 peak. Also, says the sur- 
vey, there is no reason to expect much fluctuation 
in costs. The 1950 total may hit 30 billion dollars, 
with 20 billions for new construction and 10 billions 
for maintenance and repairs. Stabilizing factor is 
adequate supply of materials, manpower, and ma- 
chinery. Additionally, labor productivity is at a 
higher mark. 


WHITTLING down of the powers exercised by NLRB 
General Counsel Robert N. Denham, has carried the 
Board closer to congressional investigation. Denham 
has been told in cold legal language that he is the 
“agent” of the Board, to carry out its wishes—a curt 
reminder that his advice to employers to go into 
court and fight unfavorable decisions is not a service 
to NLRB. The Board membership for the past sev- 
eral years has handed down decisions generally to 
the liking of labor unions; the “dissenting”? member, 
J. Copeland Gray was given the political axe when 
his term expired this year and a “union minded” 
successor has been nominated. President Truman 
hasn’t intervened—yet. 


POLITICAL motivation behind the White House re- 
fusal to take early and decisive action to head off a 
national emergency though coal scarcity is being ex- 
plored by the republican high command and it may 
develop into a main campaign issue. Seen is an effort 
on the part of the White House to prove that the 
Taft-Hartley Act is so ineffective as to make it 
virtually worthless as a protector of the general 
public, and at the same time so distasteful to labor 
as to invite retaliation in the form of strikes. (The 
alternative, of course, is repeal.) But the GOP be- 
lieves Mr. Truman has overplayed his hand by pur- 
posely passing up the preventive means, holding 
back for the weaker curative means. 


PROPONENTS of the Hoover Commission plan for 
government organization have decided to seek enact- 
ment of the reforms on a piecemeal basis, a strategy 
which suggests a better chance for success than sub- 
mission of the overall plan. Concentration on certain 
points will begin at once. 
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_ Speedier action by congress may be expected in the 


Assaying the work completed to date, congressional leaders 
realize the alternative to better output is a session 
AA WUE extending beyond the July 4 terminal target. Word has been 
passed down the line to ""get a move on'’ or stay here 
through the summer. And there are many imponderables in the 
political picture this year ; only a handful of house seats 
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their districts. 


















































iy, In the speed-up, several major legislative issues 
hess will be by-passed. There is general agreement that serious 
effort to enact a national compulsory health insurance 

plan or to make general revisions of the Taft-Hartley Act 
would lead to interminable debate. Last year, congress 
lazied along until Oct. 19. But last year there were no 
primary contests or election campaigns ahead. This year it's diffgerent. So 

health insurance and re-write of the labor-management law will go over. 
































































































































































































































wi Ordinarily, several of the large appropirations bills would be out of the way 

ur- by Mar. 1. And, oddly enough, the prospect for completion of the money bills earlier in 

ion the legislative year than formerly was the case, is bright. This year the""one package'' 

ars, bill covering all departments and agencies will be tried for the first time. The house 

ons appropriations committee is confident the measure will clear the house before May 1. The 

Ping senate will hold hearings concurrently, should be able to act promptly. 

i a The switch from""me-tooism'' inthe republican party to across-the-board 
opposition to the Administration's program has been one of the swiftest developments in 

RB national politics in years. Leadership in that direction has been assumed by Senator 

= Robert A. Taft of Ohio, now so certain of re-election that he is branching out from state 

the politics to take on the entire Truman Plan, oppose it plank for plank. Forecast is a 1952 

urt Presidential campaign offering the voters their choice of two totally differing 

nto theories of government. 

‘1 . 

ae Democratic chiefs still insist they hope Taft will be the GOP nominee. 

to While that may be tongue-in-check aspiration, they rationalize it with considerable 

er, conviction. That Taft's candidacy would rouse union-political groups to action can 

a” hardly be doubted; their spokesmen and their literature pinpoint on the Ohioan as the 

an mortal enemy of organized labor. Whether that accusation is accepted by the rank and file, 
as distinguished from the labor leaders, will be tested in the heavy industrial centers 

re- in the senatoral campaign. Then, too, they say Taft lacks the political ""it'' thata 

fa Presidential candidate must have to win. That certainly seemed apparent in the last 

eX- two republican national conventions. 

eA While the Ohio senator is willing to amend the law that bears his name, he 

the wants to write the ticket—and the ticket draws no enthusiasm from labor. Therefore, he 

it meets the labor-management issue head on. He is flatly opposed to the Brannan Plan, is 

iu critical of the foreign policy springing from Yalta and Postdam. He's against the 

‘he medical insurance program of the White House, charges the Federal Security Agency is 

De- trying to grow too fast. And far from currying favor with the labor-political groups he 

1r- has this to say: ""The CIO-PAC today is practically a socialist party.'' Not a trace 

ng of ""me-tooism!'"'* 

or It's hard to visualize President Truman backing down to Stalin on peace 

ct- overtures, but the report persists here that he will do so, not soon, but eveutually. 

gy The reason, naturally, is part political. Unless relations between the democracies and 

1b- the Soviet and its satellites improve before the next election, Mr. Truman's chance of 

_ political success will be greatly dimmed. The cold war is breeding nervousness and 
high costs, neither of which is designed to help a candidate for office. 
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| ‘The printed word and the radio comnentary fall short of conveying the . 
President's apparent feeling toward the ““how and where'' of doing business with Stalin. 
Mr. Truman granted an exclusive interview to a newsman a few weeks ago and it dripped 
with optimism that men of goodwill can ultimately resolve their differences. It revealed 
that he would have sent Justice Fred Vinson to talk with Stalin two years ago. had he 

not suspected he would be accused of politicking. The comment showed clearly that the 


Chief Executive properly appraises -political value of such negotiation. 


On the other hand—and this is where the second-hand report fails to reveal the 
obvious feelings of the President—Mr. Truman still thinks, and hopes, the first move will 
come from the Kremlin. With the facial expression of a man laboring under great mental 
stress, he stood before a press conference recently and rejected the suggestion that — 
Vinson or another might yet be sent. The doorof the White House is-open, always has been, 
to.the head of any state, he said. Asked whether such a parley must take place in 
Washington or could be transferred to another point of the globe, he boomed the answer: 
right here. Still the rumor persists.“It happened before in deference to Stalin's 


""ailing condition,'' and it could happen again. 
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education'' than had been imagined. It has to do withGI schooling and President Truman 
has asked congress to do something about it before more money goes down the drain. Since 
the end of the war, the government has spent 9 billion dollars in veterans education 

and training. In the current fiscal year, the cost was expected to be about 2 billions, 
but actually it will run over 3 billion dollars. 


































VA Administrator Carl R. Gray had his staff look into this huge increase 
and the investigators came up with the discovery that. 5,600 new ""schools’' came into 
existence last year with curricula designed to attract the veterans who still had 
training rights to fall back on. The "faculty,"courses of instruction and physical plant 
of many of the new institutions didn't appear to aim at accepted scholastic standards. 
Congress will tighten the regulations governing accreditation of the seats of learning 
eligible for the GI program. Saving of at least 1 billion is expected. 




































enna tan Eg eS RE a NR NS tN 


areas where unemployment has been rising and industrial production going proportionately 
the other way. New England will be first to be surveyed. Administrator Paul Hoffman 

wants to know what each area can supply to the foreign aid program at a reasonable cost, 
te fill a reasonable requirement of the beneficiary nations, and give the labor market a 
shot in the arm. Unlike the effort made in congress to force upon ECA the use of its 
appropriation to clear the market of surplus farm commodities, the newest try is aimed 
at getting production going. No publicity is being given the meetings. ECA doesn't 


want to be swamped with pleas for domestic "aid," wants to proceed in orderly manner. 














The Office of Civilian Defense won't get far with its program to “disperse" 
the federal government, move most of the agencies to points about the country, send 
those which remain here literally underground. Congressmen don't want it; they like 
to have the departments close by to ease the job of handling the problems of their 
constituents. And for the same reason, business and industry prefers to have a central 
point to which one may come and transact business. Under the broadened control and | 























least a few buréaus. 


Some congressmen believe OCD is becoming needlessly panicky. For example, 
there is the suggestion that Vice President Alben Barkley remain out of the Capital 


as much as possible. That seems to place upon the Presidency a novel degree of risk-- 
unless it is presumed that the President won't spend much time in Washington anyway. 








And on that point, OCD may be right. President Truman is itching to get out 
on another "whistle stop" tour. The last one paid off high political dividends. He'll 
known to newsmen that he intends to "stop along the way" and make a few speeches. Asked 
if they would be "political speeches," the President merely smiled. 
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VENEZUELA 


— NEW TREASURE HOUSE OF VITAL 
RAW MATERIALS 


By V. L. HOROTH 


i few weeks ago, at a hearing before the 
Joint Committee on the Economic Report, a vice- 
president of the United States Steel Company in 
charge of raw materials, Mr. John G. Munson, for 
the first time told a story which may not be as dra- 
matic as that of the discovery of gold in California 
or Yukon, but which concerns everyone. This, be- 
cause it probably averted a crisis which the United 
States steel industry—and in fact all American in- 
dustries—were facing in less than twenty years as 
a result of the exhaustion of the—at one time— 
fabulously rich Lake Superior iron ore ranges, 
Cuyuna, Mesabi and Vermillion. 

The story concerns the discovery in 1948, in a 
then unexplored part of Venezuela, of an iron range 
not only as large as the Mesabi Range, but appar- 
ently with even higher iron content. What is inter- 
esting and also characteristic of the new ways of 
doing things is that it was the examination by geolo- 
gists back home in Pittsburgh of aerial photographs 
that led to the identification of a mountain, now 
called “Cerro Bolivar” after one of Latin America’s 
national heroes, which purportedly contains more 
than 60% iron. 

The fact is that the Venezuelans have known for 
more than 20 years, as a result of their own ex- 
plorations, of the presence of iron ore in low ranges 
such as the Sierra Imataca, stretching south of the 
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Orinoco River and flanking its tributary, the Caroni 
River, which, incidentally, has huge waterfalls of 
enormous hydroelectric potentiality. About one-half 
of these deposits, size of which can now be only 
guessed, contain, like the famous Itabira iron ore 
deposits in Brazil, a compound of magnetite and 
hematite which is at least 60% pure iron. It is in 
this general, partly open and partly jungle-covered 
area that Bethlehem Steel acquired a concession 
back in 1941 and where, from all indications, other 
leading American steel companies, such as Republic 
Steel and Jones & Laughlin Steel, are looking for 
favorable development sites. 


Problems of Exploitation 


The Bethlehem concession is centered around the 
El Pao open pit mine where a thriving community 
already exists. The mine is east of the Caroni River, 
and about 60 miles, as the crow flies, from U. S. 
Steel’s Cerro Bolivar. The blasting of ore has al- 
ready started. The ore travels over a railway spur 
to the town of Palua on the Orinoco River to be 
stored in underground bins until fed later by con- 
veyor into river barges. 

The river barges will then travel down one of 
the arms of the Orinoco River delta to Puerto Hierro 
(Iron Port) on the southern shore of the Peninsula 
of Paria which juts from the mainland of Venezuela 
toward the island of Trinidad. The Puerto Hierro 
docking facilities are not yet finished, but it is con- 
fidently expected that the first shipment of E] Pao 
ore will arrive at the Sparrow Point docks before 
the end of this year. 

To develop the E] Pao mine, Bethlehem has spent 
more than $50 million. When in full working con- 
dition, the installations at Palua and Puerto Hierro 
are expected to handle about 2.5 million tons of iron 
ore annually. The project gives employment to over 
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Bolivar ore, dubbed the richest type blast- 
furnace grade, will be coming out at a rate 
of 10 to 15 million tons a year. But that will 
take a number of years and an investment 
that could run well over $300 million. But the 
problem of raw material for the biggest 
U. S. industry is about to be solved. Alto- 
gether, the development of low grade ores in 
the Lake Superior area, of which the supply 
runs into billions of tons, the Venezuelan dis- 
coveries, the new Labrador and Quebec iron 
ore deposits, the Liberian ores, and the rich 
Itabira deposits in Brazil, will yield enough 
ore to supply the peacetime demands of the 
American steel industry for several genera- 
tions to come. 

With the development of this rich iron ore 














Venezuela; Mineral and Other Production 
Petroleum Gold 
Government Coal Electricity Cement 

Output Revenue Output Production 

(000,000 (000,000 (000 (000 (000,000 (000 

bbls.) bolivars) oz.) tons) | kwh.) tons) 
1925 20 20.9 16.8 — 385(e) 260(e) 
1930 135 47.3 57.6 63.6 a —_ 
1935 148 59.3 119.0 9.4 a _ 
1940 184 83.5 143.4 6.0 _ 44(a) 
1945 323 267.3 76.2 5.4 137 87 
1946 386 273.5 47.9 7.1 212 79 
1947 434 ae 21.1 = 239 128 
1948 490 i 49.1 — 281 146 
1949 484(e) — _ 20.6 344 214 
(a) 1937 (e) Estimated 


deposit, one of industry’s great postwar 
problems will have been solved. What this 














2,000 men. Bethlehem’s agreement with the Vene- 
zuelan Government includes free rights to the land 
and government assistance in building highways 
and dredging rivers, the first 50 million tons ex- 
tracted are without obligation; after that, the con- 
cession calls for splitting profits on an even basis. 


Large Scale ‘‘Big Steel’’ Operations 


The United States Steel operations will be on a 
much larger scale. The Cerro Bolivar will also be 
an open pit mine—not even a top layer of earth 
needs to be cleared—and conveyors will carry the 
ore to crushers. The transportation may, however, 
provide a greater problem than, in the case of Beth- 
lehem’s E] Pao ore. There are two alternatives: (1) 
Building a railway of some 280 miles from Cerro 
Bolivar to Barcelona, a deep water terminal on the 
Caribbean, which after some dredging can be made 
to accommodate the biggest ocean ore carriers. This 
project however, would require the building of an 
expensive bridge across the Orinoco near Ciudad 
Bolivar, where the river is about 4.5 miles wide. 
(2) Building a river port near Ciudad Bolivar, from 
which the iron ore either could be carried in ocean- 
going barges all the way to U. S. ports (after, of 
course, some expensive dredging of the river) or, 
as in the case of the Bethlehem ore, it could travel 
by river barges some 200 miles to a transfer station 
at Guria, next door to Bethlehem’s Puerto Hierro. 

Once the operations are going full tilt, the Cerro 


means to our country, quite apart from the 
steel industry, from an economic and even strategic 
viewpoint need hardly be pointed out. For our econ- 
omy is built on steel, and without steel, it could not 
go on, let alone grow, as it did in the past, either 
economically or as a leading world power. However, 
much remains to be done, as previously explained, 
to make this new solution work. It will means years 
of hard work and heavy expenditures, and decisions 
to make the new supply route impregnable in war 
as well as in peace. How to get the ore out and to 
the blast furnaces in the United States is the prin- 
cipal problem. 


Venezuela’s Huge Oil Resources 


The discovery of a huge iron ore bearing area in 
Venezuela raises at least two queries. What other 
natural wealth is there hidden in the as yet unex- 
plored sections of Venezuela, and what is the dis- 
covery going to do for the Venezuelan economy? 

Since the late Twenties, when large quantities of 
petroleum were first exported, Venezuela has been 
known primarily for its almost fabulous petroleum 
wealth. The known oil bearing area extends over 
more than one-third of the country. Despite the 
heavy output, which during 1948 and 1949 ap- 
proached almost 500 million barrels a year, the 
known reserves are estimated at 9 to 10 billion bar- 
rels. Only the United States and Saudi Arabia have 
larger known reserves. 

At the present time, there are over 50 productive 

fields. The older western fields, largely lo- 





























cated around semi-saline Lake Maracaibo, 

U. S. Trade with Venezuela and Dutch West Indies — rcanipoe a 

{in millions of dollars) a deep fold formed by two Andean ranges. 

U.S. Exports to “Ty wrerirae The rapid expansion of the eastern fields, 

Venezuela D.W.I. Total Venezuela D.W.I. Total ae - the — igs of ~~ Orinoco 

elta and north of the discovered iron ore 

we he ne = a “ re deposits, is a matter of relatively recent 

nes ase a se ia a = years. Of the 13 companies operating in 

aud ytd red Sas rt “ 257 Venezuela, by far the largest, accounting 

ted ive .. oe i 24 peas for somewhat less than half the output, is 

the Creole Petroleum Company, a member 

1949 of the Standard Oil greup. The Shell group 

|) !'st Quarter Avge. 49 7 56 22 9 31 accounts for about one-fourth, and the bal- 

2nd Quarter Avge. 48 6 54 22 8 20 ance is divided among the Gulf group, oper- 

3rd Quarter Avge. 4l 6 47 23 8 4! ating as the Mene Grande Oil Corporation, 

Oct. 34 5 39 27 12 39 The Texas Petroleum Company, Sinclair, and 
Nov. 33 i 44 22 9 31 others. 

In recent years the direct revenues derived 
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from the petroleum companies, including 
royalties, income taxes, and foreign exchange 
differentials, accounted for over 60% (over 
$300 million) of the Venezuelan Govern- 
ment’s revenue. Since the profits are large, 
it would be scarcely worth the candle for 
Venezuela to follow Mexico’s unfortunate ex- 
periment in expropriation. On the other 
hand, there is no free-for-all hell raising, 
claim jumping, etc. The Government conces- 
sions for exploration and development are 
given to the highest bidders. Under the 
Petroleum Law of 1948, the Government gets 
either the commercial value of one-sixth of 
the petroleum produced, or one-sixth of the 
output as it has chosen to do in some of the 
recent years. Under the new income tax law, 
passed in 1948, the Government also gets at 
least 50% of the net profits of the larger 
companies. 

How much American money is invested in 
the Venezuelan petroleum industry is difficult to say. 
The prewar direct investments were put at $300 to 
$400 million. Since 1945, the 13 companies operat- 
ing in the country are estimated to have invested 
some 3,100 million bolivares, or well over $900 mil- 
lion, some of it in new exploration and pipe-lines, 
and also in the building of refining facilities since 
a certain percentage of crude oil must now be re- 
fined in the country. 


Other Natural Resources 


Iron ore and petroleum are by no means the only 
natural resources. There also are rich coal deposits. 
Those at Naricual—a place located near the high- 
way and the projected railroad connecting the port 
of Barcelona with the iron ore deposits—are espe- 
cially suitable for mechanized mining and for dis- 
tillation. But because of the plethora of petroleum, 
no one bothers with coal except for local uses. The 
Barcelona-Guanta region has (apart from petro- 
leum, of course) also fine lime deposits—in other 
words, all raw materials necessary for the estab- 
lishment of a steel industry which, as a matter of 
fact, the Venezuelan Government a few years ago 
was seriously contemplating. 

Other mineral resources include gold, of which 
the production has been declining because of the 
lack of modern equipment and high production costs. 
Diamonds of industrial grade are found near the 
Brazilian border. There are also magnesite, asbestos, 
salt, and asphalt deposits in commercially exploit- 
able quantities, as well as cinnabar ore, vanadium, 
lead, mica, rock crystals, emeralds, gypsum, and 
even some nickel and tin. Small-scale copper min- 
ing was discontinued after the war. 

The hydro-electrical power potentialities are not 
limited to the Caroni River alone. The vast tropical 
forest—still largely unexplored—that extends north- 
ward from the Brazilian border—yields some tropi- 
cal woods, cinchona, tonka beans, divi-divi and other 
tanning materials. The great plains, llanos, stretch- 
ing southward from the Andean ranges toward the 
Orinoco and beyond, would be great grazing areas 
if they were not alternately inundated and parched 
out, according to season. Besides, there is no trans- 
portation, and what tick-ridden native cattle are 
raised must be driven hundreds of miles to market 
in the northern highlands. The introduction of 
Brahman cattle and the new consuming centers that 
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Photo by U. S. Steel 


Shown above is fabulous Cerro Bolivar, a huge mountain of 
high-content iron ore which can be mined by open pit operations. 


are likely to spring up near the huge iron ore de- 
posits should give the llanos cattle industry a lift. 

What will be the impact of the development of the 
rich iron ore deposits on the economy of Venezuela 
—a country about the size of Texas and Louisiana 
combined, but with only some 4.6 million people? 
Eventually the iron mines should provide employ- 
ment for at least 20,000, or almost as many as the 
petroleum industry employs at present. Moreover, 
the taxes and profits should bolster the Treasury’s 
revenues, particularly if the petroleum industry, the 
main prop now, curtails production in view of the 
glut in the international petroleum market. 

Anything that helps to correct the lopsidedness 
of Venezuela’s economy by diversifying it is most 
welcome. There is unanimity on this point among 
the Venezuelans of al] political shades. For some 20 
years, “sombrar el petroleo,” or “we must sow pe- 
troleum,” has almost been a national slogan, mean- 
ing that the revenues derived from this prosperous 
industry must be so invested as to help the country 
stand on its own feet and prepare for the day when 
there is no oil. 


Financial-Economic Problems 


Since some 50% of the people are engaged in 
farming, the policy of “sowing petroleum” has 
meant chiefly the subsidizing of the production of 
coffee and cocoa, the principal export crops, and of 
tobacco, sugar, cotton, corn, rice, potatoes and other 
vegetables raised for the domestic market. It has 
also meant helping the local industries which include 
food processing, the manufacture of beverages, glass 
containers, paint, cement, and a few other products, 
as Well as encouraging dairying and cattle raising in 
the highlands. 

But the results of the “sowing petroleum’ policy 
have not been too encouraging. Despite government 
price guarantees, exports of coffee and cocoa are 
barely holding their own and other farm production 
is insufficient to meet even local demand. The in- 
dustries are doing better because foreign competi- 
tive goods are being excluded under the guise of 
saving foreign exchange. Yet the gold and dollar 
holdings of the Venezuelan central bank, at $445 
million as of last December, have never been higher. 

The reasons for the slow progress in correcting 
the lopsidedness of Venezuela’s economy are many. 
Underpopulation is one. (Please turn to page 642) 
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Values, Earnings and Dividend Forecasts 
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Prospects and Ratings for Machinery and Machine Tools, 
Building Shares, Metals and Motor Accessories 


Part III 


ds. usiness has entered the new year showing 
signs of vigorous recovery not only from the effects 
of the strikes last October but also from the recession- 
ary trends which prevailed during the forepart of 
1949. The general level of activity in recent wecks has 





MARKET ACTION OF STOCK GROUPS 





































































































i | | iw y, 
200 AUTO ACCESSORIES GROUP INDEX- 
i ' i] .oe hd 
. ** 
ly | 
189 r As 
Oe *e oe 
e he 
> . @oeg® 
160 2. wm MACHINERY GROUP. 
tole INDEX ha, 
METALS, MISC. GROUP INDEX 3s 
‘a A ! y ee 
140 - — 
pee 
Te A 
0° “Pee, vt ogeee oe i 
120 Sa Che be — 
325 COMBINED STOCKS 
a al 
100 
COPPER & BRASS GROUP INDEX 
on oe Te 
80 $ pu 
“eek. epee oop’ 
e t) «€ 
a) CONSTRUCTION GROUP INDEX 
- i ie Ps me io 


























mA iA J od A Ss o oN o J 























held close to that of a year ago, when the 1949 reces- 
sion had barely begun and operations were at a high 
mark. Year-end forecasts reflect a general anticipa- 
tion of well-sustained volumes of production and 
trade in the first half of the year but uncertainty re- 
garding trends during the last half, arising primarily 
from misgivings over the amount of business invest- 
ment and the need for further readjustments, particu- 
larly in durable goods industries. 

It would be premature to insist, as some do in view 
of the present production spurt, that economic read- 
justment is completed. It is simply that last year’s 
strikes have upset the short term time table of adjust- 
ment and once the strike aftermath is over, adjust- 
ment is bound to resume especially in areas little 
affected in the past. Thus 1950 no less than 1949 may 
witness numerous cross currents which are bound to 
affect not only business generally but also create vary- 
ing prospects for specific industries and companies. 

To assist our readers in arriving at sound invest- 
ment decisions under changing conditions, The Maga- 
zine of Wall Street presents its Security Re-appraisals 
and Dividend Forecasts at six months intervals, in 
addition to its regular coverage of important develop- 
ments. By this method, the maximum number of in- 
dustries are periodically reviewed on the basis of 
latest information, supplemented by statistical data 
for ready comparisons. Additionally, brief comments 
on the status of each company listed are presented. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for appreciation 
should of course be timed with the trend and invest- 
ment advice presented in the A. T. Miller market 
analysis in every issue of this publication. 
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a in recent months have created 
increased optimism over the 1950 outlook for pro- 
ducers of machinery and machine tools. Until the 
latter part of 1949, it seemed probable that an es- 
tablished but moderate downtrend in sales and earn- 
ings would be extended in the current year, but since 
then a sharp pickup in orders and more optimistic 
appraisal of future prospects have incisively bright- 
ened the picture. Potentials for various divisions, 
however, vary a good deal in some respects. 

With high level activity indicated for at least six 
months throughout the economy, spearheaded by the 
automotive industry, competition has forced manu- 
facturers as never before to overcome cost problems. 
In a broad manner, this has already been accom- 
plished in part through the construction of new fa- 
cilities supplied with the most modern equipment, 
but these steps represent only a fraction of cost 
savings that might be achieved through the replace- 
ment of obsolete machinery by up-to-date equipment 
in many older plants. 

At the same time, heavy usage of machine tools 
during the postwar boom has caused much wear and 
tear and intensified the need for replacements. Hence 
sheer necessity in keeping abreast with competition 
is forcing manufacturers on every front to invest 
continuously in the most efficient devices, and as 
most of them have both the will and the means to 
do so, the market potentials of the machinery and 
tool producers have become broadened. 

To some extent, though, the foregoing generalities 
need clarification. Large scale completion of post- 
war expansion programs will inevitably reduce the 
demand for heavy machinery somewhat, if not sub- 
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stantially. Heavy backlogs for electrical machinery, 
on the other hand, assure capacity operations for 
an indeterminate period. On balance, the Depart- 
ment of Commerce predicts that over-all machinery 
production in 1950 will continue close to the 1949 
level of $10.5 billion. In support of this estimate, a 
nationwide survey conducted by the magazine ‘“‘Mod- 
ern Industry” indicates that 89% of executives con- 
tacted plan major expenditures in the current year 
for new production or processing equipment. Desire 
for lower unit costs accounts for 72% of the re- 
plies, increased production 48%, obsolescence of 
present equipment 43%, and replacement for wear 
29%. To achieve these improvements, the largest 
amounts will be spent for machinery and tools, ma- 
terials-handling equipment, lighting, heating and air 
conditioning and power generating equipment, in the 
order of their importance. 


Last Year’s Results 


Producers of machine tools generally experienced 
lower sales and earnings last year, volume of this 
division receding to around $255 million compared 
with $274 million in 1948. Considering that since 
1942, total output had progressively declined from a 
peak of $1.3 billion, it is rather significant that a 
number of the leading concerns in 1949 held their 
own well enough to report earnings still above the 
prewar average and to pay satisfactory dividends 
by ordinary standards. A sharp pickup in incoming 
orders has now measurably enhanced the outlook for 
1950, leading the Department of Commerce to pre- 
dict that total volume will rise to about $300 million. 
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Est. 


19491948 





Div. 
1949 


Div. 


Yield Earnings 


%o 


Price- 


Ratiot 


Invest- 


Price Range ment 


1949-50 


Recent 
Price 


Rating 


COMMENTS 





American Mach. & Foupdry $ .70 $1.38 





Babcock & Wilcox “15.240 15.63 
xX 


Blaw-Knox 2.51 a 2.87 


$ .80 


4.8%, 


7.0 


5:9 


8.5 


23.9 


3.7 


¥ 567, 


163% 17-11%, = C+ 


6-41 C43 


narrow. 


Dominant producer of tobacco and 
baker’s machinery. Lower earnings in 
1949 mainly caused by long strike. Cov- 
erage of 20 cents quarterly dividend 





Prominent boiler manufacturer likely 
to report satisfactory earnings in 1950, 
though slightly below last year. The $1 
quarterly dividends seem amply pro- 
tected. 





14% ——«'1556-10% = C+2 





2), az 





Bucyrus-Erie 3.54 


6200. 6.57 





Buffalo Forge 


1.00 


2.00 


4.40 


7.7 


“10.7 


7.6 


19% -20Y/g-134/2 


13 147m 8% 2 CHI 


CH 


Long established maker of specialty 
steel products, with encouraging near 
term outlook. Stability indicated for 25 
cents quarterly dividend. 





1949 net reduced by unusual expense. 
Some improvement probable early in 
1950. Strong finances should support 
payment of interim dividends. 





Completion of expansion program 
should benefit 1950 volume of this lead- 
ing maker of excavating equipment. No 
great variation in earnings likely and 
40 cents quarterly dividends should 
continue. 








11.2 


39. «3954-264, + C+2 


Confidence of management indicated 
by recently advanced 50 cents quarterly 
dividend. Year-end extra probable. 





1.894 1.58 


Bullard 


1.75 





Caterpillar Tractor ............. 4.89 a 


3.66 


1.75 


va 


9.0 


19 20-12%  C+2 


Outlook for continued favorable volume 
and earnings satisfactory. Strengthened 
finances lend confidence to dividend 
stability. 





5.2 


7.2 


353% 37'/g-26%, B2 


Volume and earnings likely to remain 
at higher levels for some time ahead. 
50 cents quarterly dividend well se- 
cured, 





Chicago Pneumatic Tool 8.00 11.21 


2.50 


9.0 


3.4 


279, 29/o-2134,  C+3 


Slight downtrend in earnings possible, 
but wide coverage of 1949 dividends 
indicates that 1950 total should match 
last vear. 








Evans Products ............ 


Ex-Cell-O 
X 


Fairbanks Morse . 


Food Machinery & Chem. 1.75 2.34 


Sacer Wheeler 11.00 11.95 


Greenfield Tap & Die 1350 2.96 


Ingersoll Rand 
X 


4.41 b 8.14 


Link Belt “10.00 «14.37 
X 


Mesto Mochine 530a ‘5.03 


a on 2.650 3.05 


(a)—Actual, December 31, 1949. 
(b)—Actual, September 30, 1949. 
(c)—Actual, June 30, 1949. 


8.84 


Vg 103%4- 6!/g 





1.00 f 


5.00 


3.50 


2.00 


t{—Based on 1949 actual or estimated earnings. 


1 


613% 134-36 


_term problematical. 


Lower sales and reduced margins cloud 
outlook for satisfactory earnings. Re- 
sumption of common dividends in near 





Prospect for continued high level de- 
mand for diversified output seems 
bright. Earnings should easily sustain 
65 cents quarterly dividends. 





7.9 


399g 421/4-34 


Substantial orders for diesel locomo- 
tives and improved outlook for other 
lines should stabilize 1950 operations. 
No change in 50 cents quarterly divi- 
dend expected. 





3.4 


8.3 


8.6 


8.6 


8.0 


ma 


ie 


16.6 


29/4 30!/2-20% B2 


Expanded activities in chemical field 
will likely benefit operations, already 
broadly diversified. 1950 earnings 
should comfortably cover 25 cents 
quarterly dividends. 





27 


10.6 


7.8 


7.6 


6.3 


7.2 


5 


32%, 33Yo-19/, C43 


Important producer of boilers and oil 
refinery equipment. Earnings may re- 
cede moderately in 1950 but 25 cents 
quarterly dividends seem safe. 





143% -*1454-11%—e C42 


Strong trade position an advantage. 
Improved demand may prevent further 
decline in earnings but coverage of 30 
cents quarterly dividends is narrow. 





66%, 722-55 A3 


1950 earnings may be moderately below 
last year but still provide ample pro- 
tection for liberal dividends close to 
last year's rate. 





33%, 40/430 C+ 


Earnings temporarily depressed by 
labor troubles of coal mining custom- 
ers. Improvement probable after settle- 
ment of controversy, hence 50 cents 
quarterly dividends may continue. 





63 67 -52Y, «BR 


1950 earnings should at least level off 
near last year's lower rate. Strong fi- 
nances and long dividend record create 
confidence in payments. 





38%, «40-30%, «= C42 


Large backlog orders for steel mill 
equipment should create satisfactory 
earnings in current year. Liberal year- 
end extra should supplement regular 
quarterly dividends. 





25Yq 262-214 C-+2 


Recent spurt in demand for automotive 
machinery lends promise to 1950 earn- 
ings potentials. Liberal dividends in 
relation to earnings are indicated. 





(d)—Deficit. 

(e)—Actual, July 31, 1949. 
(f)—Plus stock. 

(g)—Actual, November 30, 1949. 
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Strongly supporting optimism for the tool manu- 
facturers is the January index of new machine tool 
orders compiled by the National Machine Tool Build- 
ers Association, reported as 99.7 compared with 
82.5 in December and 87 in January 1949. The re- 
cent spurt pushed the index to the highest level in 
four years, creating warrantable confidence through- 
out the industry in analyzing 1950 prospects. It ap- 
pears evident that buyers of machine tools are more 
optimistic over the long term outlook than a year 
ago, more intent on cutting costs by replacing out- 
moded equipment, and in the auto industry particu- 
larly, are buying tools heavily to produce new high 
compression engines, new transmissions and the like. 

In normal years, the auto industry accounts for 
about 20% of the tool industry’s annual volume, but 
presently the percentage is more nearly 30%. This 
variation of course must not be overlooked, but the 
expected decline in automobile output during the 
second half year will not necessarily reduce sales of 
the tool builders. While the spurt in new orders of 
late has stemmed importantly from the auto indus- 
try, rather than from non-automotive industries, in- 
quiries for new tools have increased considerably all 
along the line. 

It should be realized that purchases of new cost- 
cutting equipment are profitable investments that 
pay off in the long run. From this aspect it is sig- 
nificant that there are still an estimated 380,000 
tools in operation in industry that are more than 20 
years old. Indeed, all but a small fraction of the 
number in use were built prior to 1940, since then 
technical improvements have been made at an as- 
tonishing rate. Were it not for the deterring in- 
fluence of tax regulations that extend depreciation 
rates over an illogical term of years, the machine 
tool industry would now be in the midst of a record 


boom. Even so, the statistical evidence points to an 
increasing replacement demand that enhances the 
longer term volume potentials of the tool division. 
Opinion seems to differ as to exports of tools in 
the current year. While foreign orders and ship- 
ments have expanded in recent months, this was 
mainly because through November 30, shipments of 
$28.7 million worth of machine tools represented 
only a modest portion of the $77 million authorized 
by ECA. Largest buyer of American tools last year 
was Italy, with ECA authorizations of $22 million, 
and France second with $14 million, but neither of 
these countries have as yet fully utilized their au- 
thorizations. A good share of foreign machine tool 
business has progressively gone to Britain and other 
European countries under the Marshall Plan, and 
last Fall’s currency devaluations gave British tool 
builders a 40% price advantage over American firms. 
The longer term outlook for foreign sales is not 
at all encouraging, to judge from estimates of the 
Organization for European Economic Cooperation. 
A preliminary report of this group figures that 
European output of machine tools will expand from 
$370 million in 1948-49 to $589 million in 1952-53, 
in the process paring imports from the United States 
from $74 million currently to $47 million by 1952- 
53. On the other hand, it should be realized that a 
number of American firms have facilities in Europe 
which they are expanding substantially, so that in- 
directly they will benefit from the coming shift in 
competitive conditions. Other concerns not similarly 
established overseas, however, will likely experience 
a longer term shrinkage in overseas sales both to 
Europe and possibly to other parts of the world. 
Export sales in the first half of 1950, however, 
should vary little in rate from that of the final 
quarter of last vear. (Please turn to page 644) 
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Position of Leading Machinery Stocks (Cont'd) 
— i Sida. 
Yield Earnings 
— to___Retiot__ Price. 
National Acme 2.554 3.01 2.00 8.2 9.6 


Niles-Bament Pond 1.25 1.55 60 «5.7 8.4 


|Storet, LS. AT O79 BOS 5.4 


United Engineering & Fdy. 6.50 6.08 3.75 8.8 6.5 


tiie... Lee 2 a mo 


Invest- 
Price Range = ment 


1949-50 _ Rating | COMMENTS 
24'/), 25!/2-1734 


Recent 


C+2 Improvement outlook for sales encour: | 
aging but some uncertainty prevails | 
over stability of liberal 50 cents quar- | 

7 terly dividends. 


10!/, 107%- 7H, 


st eee ee 

C+2 Entrenched trade position favorable | 
factor, as is also improved demand. No | 
change in 1I5 cents quarterly rate | 
probable. 


Sa eee cee ey 

C+ 3 Producer of precision instruments. Mod- | 
erately lower earninas likely in fiscal | 
1950. Working capital requirements | 
make stability of 50 cents quarterly divi- | 
dends not too certain. 


30 38!/,-27 


B2 Continued demand for steel mill ma- | 
chinery should sustain earnings fairly | 
close to 1949. 75 cents quarterly divi- | 

—_ and a year-end extra should be | 

oaid. } 


42!/2 434-3454 


C2 Much reduced demand for laundry and 
dry cleaning equipment clouds com- | 
pany’s outlook. Prospects for early re- | 
sumption of common dividends remote. | 


9¥%, - “10Y4- 656 


9%, 11%_- 7% BI Good lona term record suggests some 

recovery from last year's much de- 

pressed earnings. Quarterly dividends 

at reduced 10 cents rate may continue. | 

B—2 Curtailed demand for oil drilling equip- | 
ment an unfavorable factor but earn- 
ings may warrant payment of 25 cents 
quarterly dividends in 1950. 


135% 15Y/4-11% 








Worthington Pump & \Mch... 5.11 a 5.17 1.00 5.2 ET 
X 





191/, 1912-113, B2 Outlook for rather steady earnings in 
current year is encouraging. Quarterly 
dividends of 25 cents should be main- 


tained. 





t+—Based on 1949 actual or estimated earnings. 
(a)—Actual, December 31, 1949. 
(b)—Actual, September 30, 1949. 
(c)—Actual, June 30, 1949. 








(d)—Deficit. 

(e)—Actual, July 31, 1949. 
(f)—Plus stock. 

(g)—Actual, November 30, 1949. 
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— 1950 Outlook for 
Building Stocks 


By H. F. TRAVIS 


Au signs point to another excellent year for 
building activity. Reasons for optimism are not dif- 
ficult to find. Chief among these are: (1) an 
acknowledged need for additional housing; (2) the 
high level of national income; (3) growing convic- 
tion that inflationary forces are on the rise again 
and that hope of important price reductions for 
new homes is futile; (4) the likelihood of additional 
rental housing construction if rent controls expire 
and (5) continued expansion in public works proj- 
ects, such as schools, hospitals, etc., in meeting the 
needs of rapidly increasing population. 

Full appreciation of the significance of these fac- 
tors tends to support estimates of Government agen- 
cies calling for a volume of construction in 1950 
comparing favorably with the record 1949 total of 
about $19.3 billion. In appraising the outlook for 
companies representing the industry, allowance 
should be made for variations among several cate- 
gories of suppliers. Forecasts prepared by the De- 
partment of Commerce and the Department of 
Labor indicate that private construction may de- 
cline about 7 per cent this year, ; 
whereas public works projects 
should expand 18 per cent, re- 
sulting in no net change for the 
grand total. 

Before examining projected 
construction figures in detail, as 
they may affect individual manu- | 
facturers, it may be well to dis- |. 
cuss economic factors having a 3 








bearing on all phases of con- | ~ 
struction. Turning first to resi- 
dential building, which accounts 
for about half of private con- | 
struction expenditures, statistics | ‘ 
support the view that demand | | 
should be sufficient to assure a #_ 
high rate of operations for this 
year and possibly for 1951. In 
the first place, formation of new } 
families reached an extraordi- 
narily high rate during and im- || — 
mediately after the war with the #* — 
result that “doubling up” ex- 4” 
ceeded a normal ratio of about 5 
per cent. Deferred demand in- 
duced by restrictions on residen- 
tial building during the war has 
been another factor contributing 
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to unusual demand recently. 

More important than these factors, how- 
ever, has been the dynamic increase in pur- 
chasing power of a great segment of the 
population, namely, the working class that 
had been making from $2,000 to $3,000 an- 
nually prior to the boom in wages in recent 
years. Many families in this group had been 
renters who would have preferred to own 
their own homes if they had felt able to pay 
for them. With an advance in income to the 
$4,000 to $6,000 level—the average being more than 
100 per cent increase over pre-war wage scale, such 
families were able to satisfy their urge for a new 
home of their own. ; 

As mentioned previously, there is little question 
of the need for new homes—either private houses 
or apartments. Activation of demand is dependent, 
however, ability to finance purchases. Hence, the 
prosperity of building suppliers is governed by con- 
tract awards and by the success of real estate dealers 
in selling new homes to potential customers. In this 
respect, the industry has had outstanding assistance 
from the Government in the way of financing 
through F.H.A. loan arrangements and under terms 
of the so-called G. I. Bill of Rights. The housing 
subsidy program approved by Congress last year 
also affords an important building stimulant. This 
measure authorized construction of about 800,000 
low-rent dwellings by local housing agencies over a 
six-year period with a limit of $308 million annually. 
In addition, provision was made for financing slum 
clearance projects for the next five years with out- 
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Position of Leading Building Materials Stocks 





Net Per Share 


Est. Div. Per Share 


1949 1948 1949 


1948 


Div. 


Yield Earnings Recent 
Ratiot Price 


To 


Price- 


Range 
1949-50 


Invest- 
ment 


Rating COMMENTS 





Alpha Portland Cement 


$5.60 $4.66 $2.50 


$2.00 


TEX 


6.2 


35, 385%4,-26% 


C+2 Expansion in public works projects points 
to continued earnings progress and wide 
coverage for indicated $2.60 dividend this 
vear. 





American Rad. & S. S. 1.75 2.57 1.25 


1.50 


8.6 


8.0 


14\/,, 147-10 


C+2 Continuance of last year’s sharp pickup in 
sales suggests favorable results for comin 
months and ample protection for regular 31 
dividend. 





Bruce, E. L. 





Celotex 
Certain-teed Products. 
maa... — 





2.83 4.02 1.00 
643 2.25 
 252¢ 441 2.00 


Flintkote 4.00 5.86 2.50 





Johns-Manville 

Lehigh Portland Cement 6.85 5.96 —2.50 
X 

|Lone Star Cement 


Masonite .. 

Otis Elevator 5.50 
X 

Penn.-Dixie Cement 


Pittsburgh Plate Glass 
Xx 


Ruberoid 
X 





U.S. Gypsum 








Holland Furnace ame 4. 5 448 2.75 — 


4.83 5.22 2.50 


10.32 8.18 4.50 


3.98g 1.71 2.00 


National Gypsum — 235 3.60 1.25 


5.85 2.50 


4.37 4.86 1.75 


4.22 f 3.65 1.75 


Pratt & Lambert 3.20 4.73 2.55 


8.72 11.80 


13.51 15.04 9.00 


| Walworth 95f 195 60 


Yale & Towne. 2.25 4.17 1.00 


t—Based on 1949 dividends. 


t—Based on 1949 actual or estimated earnings. 
(a)—Actual, year ended June 30, 1949. 
(b)—Actual, year ended October 31, 1949. 


4480 747 2.00 


187b0067.21)~—«150 


3.25e 


2.37 


1.75 


3.00 


3.25e 


V5 


“ae 


7.4 


4.0 


10.7 


Cr 


72 


8.0 


7.8 


-— 3 


18 20144-14% 


20! 


 26Y%4-13%4 


c—e77 Debt reduction and elimination of pre- 


189. Ma 


B2 Stronger demand for flooring and outlook 
for wider margins tend to sustain earnings. 
Indications point to continuance of regular 
$2 rote. 


BI High rate of residential building and repair 
work affords promising oateal for recov- 
erv in earnings and possibly an increased 
dividend. 








ferred stock open way for larger earnings 
and eventual liberalization of dividends as 
sales expand. 





29s 32'-211h, 
20% 


31 33/p-2134 





65 


6.4 


4.8 


5.8 


14.8 


8.0 


6.9 


6.2 


8.6 


8.8 


“13.0 


28/5 
“46%, — 50!/g-30!/n 


46 504-33 7% 


78, 80 -60 


59 63!/2-39!/2 
183/, 19'/2-11% 
38 41 -28 
27'/4 28 -17%, 
36l/, 377/,-28% 
35%, 38-26 
553% 61'/2-3954 
119 120!/2-891/, 
8% 9%4- 6%, 


2934 3034-19!/, 


(c)—Actual, year ended November 30, 1949. 


(e)—Plus stock. 


(f)—Actual, year ended December 31, 1949. 
(g)—Actual, year ended August 31, 1949. 





" 224-167. B2 Keener competition and satisfaction of de- 
~ B2. Trend toward asphalt shingles and asbestos 
2954-20 ——-B2__ Shift from coal to oil as heating fuel should 
~ Al Absence of labor trouble expected to aid 


B2 Slackening demand for industrial supplies 
may retard recovery in volume, but inven- 
tory replacement should tend to bolster 
1950 profits. 


ferred demand may hold back paint sales, 
though residential building is strong sus- 
taining factor. 








sidings as well as tile floorings should help 
sales and encourage maintenance of $2.50 
rate. 


sustain sales. Good protection for 50 cents 
quarterly rate indicated despite steei 
shortages 





earnings recovery and raise hope of larger 
year-end extra now that preferred is being 
redeemed. 

B2 More active highway construction expected 
to offset drop in sales for industrial proj- 
ects, suggesting ample coverage for $2.50 
dividend. 

B2 Good demand in domestic market expected 
to offset South American uncertainties, 
pointing to continued generous dividend 
payments. 

BI Settlement of labor trouble holds out prom- 
‘se of encouraging recovery in earnings 
and possibly higher dividend rate before 
end of year. 

C+2 Growth in use of wallboard and gypsum 
products tends to support earnings outlook 
and chances favor more generous dividend 
this year. aD 

BI Expansion in modernization programs ex- 
pected to offset decline in industrial con- 
struction, indicating improved earnings for 
1950. . s 

C+2 turther recovery in sales projected in line 
with public works projects and stronger 
financial position regarded as favorable 
for dividends. \ 

A2. Outlook for high production rate in motor 
cars is favorable factor, while other glass 
sales should expand. Indications point to 
-atisfactory year. 

B3  eener competition in paint and retrench- 
ment in industrial rehabilitation suggest 
that narrower margins may be in prospect 
'n this case. 

B2 uriher recovery forecast for sales of roof- 
ing, but slower operations loom later in 
year as inventory replacement programs 
are completed. 

Al Bene.it of plant improvements indicated 
in earnings expansion, paving way for 
higher dividend. Stock split would be log- 
‘cal for this leader. 


B2 ..ackening demand for heavy industrial 
equipment suggests slower recovery for this 
company, but earnings should support 

adest 1950 dividend. F 

B2_ -limination of numerous problems in con- 
sumer goods and increased operating effi- 
ciency tending to aid earnings. Dividend 
assured by strong finances. 
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right grants up to $500 million and loans of twice 
that sum. 

Now it may be seen that all the ingredients are 
present for prosperity in building—an undoubted 
demand, abundance of raw materials at reasonable 
prices and adequate arrangements for financing pur- 
chases. According to a recent Federal Reserve Board 
survey, consumers expressed a desire to purchase 
a total of 7 million homes in the next five years, 
assuming that prices were satisfactory and funds 
were available. With due allowance for the fact that 
not all would insist upon newly constructed dwell- 
ings, it may be calculated that the potential market 
for new homes may approximate 500,000 annually. 
At the same time, rapid population growth is re- 
sulting in the formation of new families at a rate of 
about 500,000 annually. A large proportion of these 
new family units would like to have homes of their 
own if they felt financially able to purchase what 
they wanted. In the judgment of qualified econo- 
mists, there is logic in forecasting a reasonably as- 
sured market for from 900,000 to 1,000,000 new 
dwelling units annually this year and next. 

Taking into account homes that must be replaced 
each year because of destruction by fire or by other 
causes as well as the effects of an active moderniza- 
tion trend encouraged by development of attractive 
kitchen equipment, air-conditioning and heating 
appliances, etc., it would be reasonable to anticipate 
a comparatively high rate of demand for building 
supplies for some time to come. 


Diverse Trends In Other Construction Fields 


Diverse trends appear probable in other than resi- 
dential construction. Need for schools is becoming 
increasingly urgent and hospital requirements are 
mounting as the public becomes accustomed to more 
advanced methods of treatment of bodily ailments. 
Agricultural prosperity has spurred farm construc- 
tion and steadily expanding demand for power and 
light has necessitated installation of greatly en- 
larged public utility facilities. Industrial plant ex- 
pansion programs have shown indication of taper- 
ing, however, and railroad construction (freight 
depots, stations, etc.) is likely to be curtailed this 
year. Substantial increases are in prospect for high- 
way construction (taking large tonnages of cement), 
for sewers and water extensions to new suburban 
communities, for public housing and for other types 
of public works. 


Current Estimates 


Government agencies estimate that private resi- 
dential construction, which approximated $14.5 bil- 
lion last year, may recede about 7 per cent this year. 
Non-residential private building, which topped $3 
billion in 1949, is expected to drop at about the same 
rate as residential building. Practically all of this 
setback in the non-residential category is to be 
found in industrial plants. Expenditures for such 
construction are expected to drop to $725 million 
from about $980 million last year and almost $1,400 
million in 1948. In view of this indicated trend, de- 
mand for supplies usually required in industrial 
building, such as valves, for instance, may slacken. 
Accordingly, the outlook for Crane Company and 
Walworth Company may be less favorable than for 
producers of lumber, plaster, wallboard, roofing, 
plumbing, etc., going into residential construction. 
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Principal companies standing to benefit from resi- 
dential building include Johns-Manville, American 
Radiator & Standard Sanitary, Flintkote, Nationa] 
Gypsum, Ruberoid and U. S. Gypsum. Johns-Man- 
ville also should benefit from growing demand for 
transite pipe in construction of water systems as 
well as for asbestos sidings in residential renova- 
tions. Latest available statistics and comments on 
the current outlook for these and other companies 
in the building supply field may be found in the 
accompanying tabulation. 

In appraising prospects for individual companies 
it would be well to take into consideration prospec- 
tive demand for various types of materials. As an 
example, sales of gypsum products and of plumbing 
supplies probably would be affected by an indicated 
drop of about 7 per cent in residential construction. 
Volume in these items was adversely affected last 
year by inventory liquidation, but this experience 
is unlikely to be repeated this year. 


Public Works Projects 


The importance of public works projects—which 
should not be confused with so-called ‘“make-work” 
programs—may be appreciated by the fact that in 
dollar volume they contribute approximately one- 
third of total construction expenditures. For this 
year, as an example, official estimates place public 
works contracts at about $6.2 billion, compared with 
$13.1 billion for private construction. Last year pub- 
lic works projects increased about 25 per cent to 
more than $5.2 billion from about $4.2 billion in 1948. 

The residential building boom of the last two 
years has created the necessity for a corresponding 
expansion in public facilities, such as sewer systems, 
water connections, schools, hospitals, post offices, 
roads and public utilities. In reflecting growth of 
population and development of new suburban com- 
munities, it is estimated that public construction 
gradually may grow until it comprises from 40 to 
45 per cent of total new construction in the next few 
years. With general business at a relatively high 
level, finances of national and local governments are 
more than adequate to assure an abnormally large 
volume of construction in this category. 

In considering the outlook for such a basic in- 
dustry as building, perhaps too little weight is at- 
tached to the effects of extraordinary growth in 
population. The census to be taken shortly is ex- 
pected to disclose a population of about 150.0 mil- 
lion, or an increase of more than 22 per cent in the 
last twenty years. It is interesting to observe that 
the official estimate of the probable 1950 popula- 
tion made only two years ago was 149 million, while 
the 1943 estimate for 1950 was only 144 million 
and twelve years ago, the 1950 forecast called for 
only 140 million. In brief, the exceptionally high 
marriage and birth experience of recent years has 
provided a foundation for an unusual housing boom, 
provided other factors are favorable. 

Because construction is such a vital segment of the 
entire economy, the strong demand for housing and 
for public works affords assurance for a high level 
of business activity generally. This in turn encour- 
ages the belief that national income may remain in 
the vicinity of its recent peak around $212 billion, 
which would provide an ample market for new 
homes. Moreover, the vast highway projects being 
undertaken by the national government and by in- 
dividual states promise (Please turn to page 638) 
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By H. S. COFFIN 








oo volatile metal prices in 1949 
adversely affected earnings of all mining com- 
panies producing copper, lead and zinc. Fol- 
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lowing a severe shakedown in the price struc- 
ture in the middle of last year, however, more 
confident buying of non-ferrous metals in the 
final quarter tended to stabilize prices con- 
siderably, with rather clear indications that 
substantially improved demand in prospect 
during the first half of 1950 would hold quota- 
tions relatively firm around year-end levels. 
Hence the outlook for the industry carries 
more assurance than a year ago at this time. 
History records no such abrupt changes in 
metal prices as accurred in the second quarter 
of 1949, when copper dropped from 2314 cents to 16 
cents, lead from 2114 cents to 12 cents and zinc from 
1714 cents to 9 cents. After numerous price readjust- 
ments in the fall months, the metal markets steadied, 
with lead and zine close to 9 and 12 cents, respectively, 
with copper somewhat firmer at 18.5 cents a pound. 
Largely accounting for the broad descent in prices 
last year was heavy overbuying by fabricators early 
in 1949 on the false assumption of probable shortages, 
a position rudely shaken when the business recession 
suddenly appeared. Top heavy and high priced inven- 
tories of the fabricators had to be worked off, sharply 
reducing operations at the mine level for a number of 
months, and playing hob with the price structure. 
The start of 1950 found fabricators’ stocks of 
copper substantially reduced by inventory erosion 
throughout most of last year, aided by a smart pickup 
in consumer demand late in the fall. This revival in 
demand for copper and brass products encouraged 
many mines not only to resume normal schedules but 
to operate on a six-day week basis, despite the need 
for paying overtime wages. In turn, the increased 
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output has eased the pressure of higher demand tem- 
porarily but as yet without affecting copper prices. 
For the first six months of 1950, at least, well assured 
activity in the construction, utilities, appliance and 
automotive industries promises to sustain high level 
demand for the red metal. 

Estimated production of copper mined in the United 
States in 1949 was around 750,000 tons, bolstered by 
recovery of about 150,000 tons of scrap for a total of 
close to 900,000 tons. In comparison, fabricators ac- 
cepted delivery of approximately 1.14 million tons 
and an additional 170,000 tons were taken for Gov- 
ernment stockpiles. Thus total domestic production 
fell short by some 420,000 tons of meeting domestic 
demand, the deficit having been met by imports as in 
former periods. On a world basis, the United States 
accounted for about 41% of total copper production in 
1949 and about 55% of total consumption, in each 
case a slightly lower percentage than in 1948. 


Outlook for Copper 


In appraising the outlook for 1950, leaders in the 
copper industry reasonably count on copper being 
absorbed by industry and the Government stockpile 
at a rate of more than 115,000 tons monthly during 
the first half year. In this event, imports will have to 
supply a monthly deficiency of at least 30,000 tons. 
Supporting the premise for what some might con- 
sider “abnormal” consumption is the fact that per 
capita use of copper was 18 pounds in 1948 and not 
much smaller at 17.3 pounds last year. In the first six 
months of the current year, per capita consumption is 
expected to rise again to 18 pounds, an amount that 
should approximately hold if economic activity does 
not recede significantly. 

It should be realized that last year’s 22% decline in 
copper prices brightened the industry’s potentials in 
world markets, for in most countries overseas no com- 
parable drop in the price was experienced. Hence it is 
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possible that ECA will find it practical to expand-cop- 
per exports to Europe this year, as our domestic pro- 
ducers are in a better position to meet world com- 
petition than formerly. Aside from this factor, the 
Munitions Board in the current fiscal year has appro- 
priated more than $315 million for cash purchases 
and has $420 million for contract commitments, so 
that at current copper prices they may accumulate 
the metal at a faster rate than formerly expected. 


No Early Price Change Indicated 


On the whole, there is little in sight to suggest 
much of a change in copper prices, one way or the 
other, in the first half year. Copper supply seems 
rather well balanced with demand and even slightly 
on the tight side, discouraging any near term expec- 
tation of another downtrend in price. Miners of the 
metal, on the other hand, are operating with mar- 
gins far narrower than last year at this time when 
copper prices were near their peak, and both wage 
scales and transportation costs have risen. Accord- 
ingly, if competition permitted a price uptrend, and 
incentive obviously exists. In any event, there seems 
little chance that under current operating condi- 
tions, copper producers can afford to allow prices to 
slip; similarly, they are likely to prefer to operate 
at full schedules rather than to restrict output, de- 
spite reduced margins. 

Earnings in the copper industry in the first quar- 
ter of 1950 are certain to compare unfavorably with 
the same period of 1949, because of the very high 
base last year and the prevailing much lower prices 
for copper. Unless conditions in the second half 
year, though, become seriously depressed, full year 
earnings comparisons should look rather less dismal. 
In a few cases such as Kennecott Copper Company, 
which experienced a long strike in the forepart of 
last year, earnings in the current quarter should 
improve by comparison. The operating costs of Ken- 
necott are among the lowest in the world, its earn- 
ings relatively satisfactory, metal reserves are huge 
both in the United States and in Chile, and the com- 
pany’s longer term outlook is enhanced by signifi- 
cant undertakings in Canada and in the Orange Free 
State. Kennecott plans to spend very large sums to 
develop bodies of titanium ore in Canada, and of 
gold in the African country. Strong finances assure 
liberal dividends on Kennecott shares. 

Similar encouraging factors, except varying oper- 
ating costs, apply to several other of the largest 
units in the copper industry, such as Anaconda, 
Phelps Dodge and American Smelting & Refining, 
although company to company comparisons are 
rather difficult because of varying degrees of diver- 
sification and operating policies. Some with sizable 
fabricating subsidiaries supply these outlets with a 
substantial portion of their copper output, but for 
this reason are more vulnerable to inventory losses 
when prices decline. 


1950 Profits Likely to Recede 


While 1950 earnings for the full year seem cer- 
tain to recede with most of the big copper concerns, 
this should prove less of a threat to the stability of 
interim dividends than in many other industries. So 
much uncertainty usually persists over the course of 
copper prices and consumer demand that manage- 
ments are prone to wait until the year-end to sup- 
plement conservative quarterly dividends with spe- 
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cials. Strong finances and few needs for expansion, 
together with heavy allowance for depletion, permit 
distribution ordinarily of a liberal portion of net 
earnings. : 

Producers of lead experienced a particularly dif- 
ficult year in 1949 due to the rapid transition from 
marked shortages to an over-abundant supply. Lead 
prices around 211% cents a pound at the start of last 
year tumbled violently to 12 cents by May. After 
fluctuating 22 times during the entire year, the price 
steadied close to 12 cents at the end of December 
and as of February 21 was quoted at 11.80 cents a 
pound. Two factors were mainly responsible for the 
highly erratic price behavior of the metal: (1) Bat- 
tery manufacturers who normally consume about 
40% of domestic lead output met an abrupt decline 
in demand from overstocked and inventory-cautious 
dealers. (2) No less than 22 foreign countries have 
shipped a record total of 400,000 tons of lead to 
our shores in their zeal to accumulate American dol- 
lars, 60,000 tons more than in the boom year 1948. 

Altogether, domestic consumption of lead last year 
declined to about 875,000 tons from 1.1 million tons 
the year before. Including newly mined lead, imports 
and scrap, the available supply of 1.18 million tons 
largely exceeded demand. The resulting pressure on 
prices undoubtedly would have been much more 
severe, had Federal stockpiling not come to the res- 
cue with purchases of close to 200,000 tons in 1949. 
While the Government is believed to have con- 
tracted for the purchase of an additional 80,000 tons 
during the first six months of 1950 and consumer’s 
inventories have been sharply reduced, much uncer- 
tainty persists as to the course of lead prices in the 
current year. 


Slow to Replenish Depleted Inventories 


Since the first of the year, the battery and paint 
industries have been in no haste to replenish their 
considerably depleted lead inventories, ‘since the 
price might trend downward if imports continue 
to flow in at last year’s rate. There is doubt, how- 
ever, that lead imports will remain at the abnor- 
mally high level now that European industries have 
become progressively active. 

Because consumer demand for paints and bat- 
teries will likely be heavy in 1950, it is possible that 
to keep abreast, the producers of these items will 
be forced to expand their order placements for lead 
and thus create a welcome stimulus for the mines 
and refineries. While this need not necessarily lift 
prices of the metal, it should at least be a stabilizing 
influence. If any price downtrend should develop, it 
would create rather serious problems for the lead in- 
dustry because wage and transportation costs have 
risen and profit margins already have been pinched. 

Although galvanized steel sheets, wire and tubes 
are among the shortest in supply of all steel items, 
demand for zinc lately has been restricted by lim- 
ited operations in the steel industry due to the coal 
shortage. Early in January, the steel mills were 
heavy buyers of zinc, but the abundant supply pre- 
vented any significant changes in the price, recently 
quoted around 9.75 cents a pound compared with 
17.5 cents a year earlier. Foreign supplies of zinc 
are abundant and competition with our domestic 
sources is facilitated by our low protective tariff. 

Domestic mine output of zinc in 1949 was prob- 
ably close to 600,000 tons, while imports of about 
360,000 added to the (Please turn to page 639) 
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A Financial Data on Non-Ferrous Metal Stocks . 

f Net | 

me Current Inven- Net Per Share Div. _—Price- Inves?- 

m Assets tories Est. Div. Yield$ Earnings Recent ment 

id —$ million— 1949 1948 1949 % Ratior Price Rating COMMENTS 

st Aluminum Co. of Amer... $130.1 $88.1 $4.50 $7.66 $2.00 3.6% 12.5 56l/, Bi Return of more stable markets should 

ay improve earnings from last year’s “_'~ 
level, aided by increased capacity. 

a change = 50 cents quarterly di Pw 

e expecte 

a Amer. Metal, Ltd. 34.3 42.9 3.40 4.25 2.00 6.0 9.7 33 B2 Large refiner with important interest In 
foreign copper mines. While —- 

1e are depressed by lower prices, ¢ 

t cents quarterly dividend seems secure. 

Amer. Smelt. & Refining 112.7 90.4 8.00 13.47 5.00 9.0 6.8 54%, B2 Narrowed margins in 1949 brought lower 

ut profits but earnings still very satisfac- 

on tory. Interim dividends amply covered 

7 af and year-end extra probable. 

AS Amer. Zinc, Lead & Sm. 8.6 9.3 350 A] .20 3.3 8.2 b/g €2 Company operates low grade zinc 

ve mines. High costs preclude favorable 

“i a peso — semi-annual 

yeaa, 3 Ondine cnc _ ividends may be paid. 

)]- Anaconda Copper _ 217.8 86.6 3.75 6.16 2.50 8.2 8.1 301/, BI a pre ames — and 
abricator of copper and other non- 

8. ferrous metals. 1950 earnings may im- 

ar P prove somewhat over reduced 1949 

se ee cents quarterly dividend 

— shou old. 

ts Cerro de Pasco Copper 12.1 8.8 2.80 3.32 .75 3.8 6.8 191 B2 Peruvian miner and refiner of numerous 
metals. More stable prices suggest that 

ns p. earnings may level off not much below 

yn — ae 2 resumption of 

ee ee ee = modes vidends. 

re Climax Molybdenum 20.9 5.2 50 1.04 80 5.5 29.2 14% Bi Dominant producer of molybdenum for 

S- use in steel alloys. Earnings in current 

9 year may reverse former downtrend and 

Te reduced = cents quarterly dividend ap- 

n- Kal de é ¥ pears safe. 

le-Picher . 13.0 14.3 3.09 6.26 I. 10.7 A 167 Inventory markdowns and lower prices 

ns Eagle-Picher i ” ’ . 6% c+2 adversely affected 1949 earnings but re- 

Ss serve adjustments kept opts. In the 

black. Maintenance of the 45 cents 

| Rae Died a Pome Bet LP EO A ee Oe ee pee ; quarterly dividend not clearly indicated. 

he Howe Sound - : 4.5 1.7 3.574 6.16 2.00 4.9 11.4 40% B2 Larger gold output partly offsetting re- 
duced copper sales but 1950 earnings 
outlook unimpressive. Dividend at 30 





cents quarterly, though, may continue. _ 





Hudson Bay Min. & Smelt. 29.2 10.3 4.30 5.71 4.00 10.2 9.1 39l/, C+2 Devaluation of Canadian dotlar an ad- 
vantage but rising costs may prevent 
higher earnings in 1950. The $! quar- 







































































nt ae ae ae eres? ee yet oe a ae Pees ___iterly dividend rate is not very secure. 
ir Inspiration Cons. Sommer 10.1 2.3 ! 85 3.87 1.50 10.5 7.7 143, “C42 Company works a low grade copper de- 
posit in Arizona, with only moderate 
he prospects for improved earnings. The 25 
ue cents quarterly dividend seems fairly 
“ote. 
wid International Nickel 145.8 727 215 255 2.00 7.2 13.0 2734 _B3_ Company produces about 80% of world 
r- | — he, gs ~~ sa J os ( 
moderately lower bu cents quarterly 
ve eee Ja ee - pas _ _cividends secure. 
Kennecott Copper 278.7 61.0 5.25 8.67 4.00 7.3 10.4 543, B2 Confidence in the outlook shown by re- 
1t- cent declaration of 75 cents quarterly 
dividend rather than 25 cents plus 50 
at eet 24,17. ix cents extra as formerly. ete eee 
ill Magma Copper 4.9 27 Nil 2.65 25 1.6 16 C2 High cost operations have impaired 
earnings. Little improvement in imme- 
ad diate sight and resumption of dividends 
bscure. 
es ——— ——_______— : eo _ = $$$ 
ift Miami Copper 11.5 “5.0 3.00 3.05 1.75 12.0 4.8 14!/, C43 High costs and declining ore reserves 
not encouraging. Prospect of lower 
ng earnings makes dividend stability seem 
: uncertain. 
it a . a ee = ene aos ae on See rene wes i —— eee ee 
New Jersey Zinc N.A. N.A. 2.24b 4.81 2.75 5. 0 24.4 547, B2 Reduced prices s for zinc and heavier op- 
n- races costs may ee but 
strong finances protect cents quar- 
7 a: _terly” dividends. | 
: i ee a oi 4 ia acess ieee a 
i. Phelps Dodge 15.4 30.7 6.25 10.30 4.00 8.0 8.0 50 B2 Second largest copper producer. Ex- 
eS panded capacity and ample fabricating 
18 facilities benefit operations. Pipes am 
is, probably lower earnings, the $1 quar- 
m- ee ee eee wet ee eignes 16) ie ate tee ile 3 ce ee st i. ree dividend appears secure. 
yal UL: S. Smelt., Ref. & Min. 25.9 ¥3:2 1.50 5.62 1.25 3.3 25.0 37!/, C+2 Earnings adversely affected by lower 
metal prices and increased production 
re costs. Some improvement likely, but re- 
re duced 25 cents quarterly dividend not 
- Meee : ee. _ sito widely covered. Rete. 
tly Vanadium Corp. of Amer. 8.5 7.6 50 3.17 .25 Int 42.3 21% C+2 Company's Peruvian vanadium mines 
ith are largest in world. Serious inventory 
losses last year reduced earnings. No 
ne Pagers paid since June and resump- 
tion obscure. 
tic ee a eee LE ee re js 
t—Based on 1949 dividends. endian Dec. 31, 1949. 
yb- t—Based on 1949 earnings. {b)—Actual, Dec. 31, 1949, before deducting extraordinary expenses 
ut N.A.—Not available. of $1,460,158. 
9) a ae ee TN eee 
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Tin showing of auto parts makers in 1949 fol- 
lowed much the same pattern as that of many other 
segments of the economy, with over-all sales and 
earnings generally lower than in the previous twelve 
months. Indications are pretty clear that a more 
moderate downtrend will mark the current year, 
suggesting that a period of levelling off has arrived. 

Although last year’s record production of about 
6 million passenger cars and trucks obviously estab- 
lished a correspondingly large demand for original 
parts the arrival of intense competition and price 
uncertainties reduced dollar volume somewhat in 
this division. Additionally, the completion of post- 
war expansion programs enabled the more impor- 
tant car manufacturers to produce more of their 
essential requirements, thus to some extent easing 
pressure on their former parts suppliers. Neverthe- 
less, the independent parts makers strongly en- 
trenched with the auto industry fared better last 
year than those concerns mainly dependent on re- 
placement sales, since the former were in a position 
to share partially in the 1949 wholesale car value of 
approximately $8 billion, some 20% above the 1948 
level. 

In contrast, last year’s replacement volume prob- 
ably shrank to about $2 billion or 17% short of a 
1948. Accounting for this decline in the face of a 
peak number of powered vehicles on the road, now 
amounting to more than $32 million, are several 
factors. Scrappage of old cars and trucks has in- 
creased at a more rapid rate now that the supply. of 
new vehicles has ex- 
panded. At the same 
time, the enlarged 
number of postwar 
models require fewer 
repairs. Competition 
at the retail level, 
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moreover, has stimulated price concessions for replacement parts. The 
big car manufacturers have learned from experience that their mar- 
gins on replacement parts can be maintained several times as wide as 
on original equipment, hence they are increasingly out to capture a 
larger share of the market. Finally, the reluctance of parts ditsribu- 
tors to accumulate inventories last year adversely affected the volume 


of their suppliers. 

It should be realized that because 
a number of leading parts manufac- 
turers produce large quantities of 
both original and replacement parts, 
last year’s divergent demand trends 
were rather well offset on balance. 
Many view the outlook for 1950 with 
considerable confidence in view of 
the indicated large output of new 
cars throughout the first half year, 
at least. Looking ahead to the second 
half, potentials are more obscure, but 
some of the more optimistic manage- 
ments predict a shrinkage of no more 
than 10% in sales of original parts for the full year 
and a decline of about 5% in replacement parts. 
The longer term outlook is assuredly enhanced by 
the fact that in the course of about a decade, the 
number of motor vehicles requiring constant serv- 
ice has swelled by 10 million or more. 

As matters now look, last year’s divergent experi- 
ence of original equipment manufacturers and pro- 
ducers of replacement parts may be reversed some- 
what in the current year. If new car output recedes 
in the second half, as generally anticipated, demand 
for everything from bodies to the smallest integral 
part will naturally lessen. There is no reason, how- 
ever, to expect much lower demand for replacement 
parts. Indeed, aside from normal repairs, the inde- 
pendent manufacturers will likely benefit from the 
increased elimination of accessories in sales of new 
cars to create lower prices. To a substantial extent 
this will stimulate car owners gradually to fill the 
void by shopping around for such items as radios, 
heaters, ete. 


Diversification a Strengthening Factor 


Diversification of output and the continued devel- 
opment of new products has greatly strengthened 
the operating potentials of many concerns in the 
parts and accessories industry. Manufacture on a 
large scale of such unrelated items as aircraft 
specialities, refrigerators, glass products, washing 
machines, industrial equipment and even railroad 
cars, has been an in- 
fluence in stabilizing 
volume and earnings 
of certain parts 
makers. This trend has 
proved especially wise 
for some concerns once 
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Statistical Data on Leading Automobile Parts and Accessories Companies* 
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s Net Per Share Per Div.¢ Price | Invest- 

Est. Divs. Share Yield Earnings Recent Range ment 
_ : A A ee ee 
American Bosch ..... $1.85 $(a)1.74 $(a)1.00 $ .75 Li 6.9 12%, 13'- M2  C+2 he too” a ger Fone Bee 


new interests. No change in 25 cents 
quarterly dividend expected. 
Bendix Aviation . #)5. 5 i i Y ’ i} a Strongly entrenched as supplier of 
xX 5 ” is 3.50 aes 8.3 8.0 4 Ve 42% 26 b2 auto and aircraft parts. 1950 earn- 
ings should compare favorably 
with year before. A year-end divi- 
dend may supplement 50 cents 
quarterly payments. 


Rab ealn ie 7h, ; <a | aa ; Some i t in earnings likel) 
Bohn Alum. & Brass ae HEP 50 2.76 75 1.00 3.1 =. 23%, 27. —-2! C+i ore ter dieideed aneets teak 












































le 
r- final quarter makes “possible re- 
532), ea ; uf : a : sumption hard to predict. 
AS Borg-Warner eee - 8.50 12.43 5.50 4.50 9.7 6.6 56!/2 60!/,-42!/, B2 Diversified output strengthens 1950 
a x earnings potentials. Development of 
new automatic transmissions a fa- 
u- vorable factor. $1 quarterly divi- 
ne Se eee ; a : " ; ; a : = _denas assured. oe ee 
| Bower Roller Bearing . 5.00 6.64 3.00 3.00 8.5 7.0 35 38!/4-26 B2 Above-average good record lends 
confidence in dividend continuity, 
. aided by proven operating efti- 
se ol ee a = Dt a ; ciency and favorable sales outlook. 
\C- Brians Mite... 6.40 5.33 3.00 2.50 9.9 4.7 3014, 32 -21'/A C+2Z Leading producer of auto bodies 
and plumbing items. Earnings in 
of first ber year, at least, should “~ 
satisfactory. The 50 cents quarterly 
tS, dividends may be again supple- 
ds be ae ies fe fone , saecios mented by year-end extras. 
Bri & Stratton 4.99 : 7 i 9.7 ‘ 3 I/p-20! —-2 Dominant producer of low h.p. 
es ca rarron (e) 5.53 2.75 2.75 5.6 28 % 29 te 20'/s B motors, switches and locks, firmly 
th entrenched with leading automo- 
bile manufacturers. Promising out- 
of look has just led to declaration of 
Ww 15 cents extra with 25 cents quar- 
' ee ee : fs ; ; a ; terly dividend. a2 ees | 
iY, Camp., Wyant & Cannon . 3.00 5.7! 2.00 2.50 9.3 7.1 21/2 223%4-16'/2  C+2 1949 volume depressed by loss of 
id customers following strike in 1948. 
Large overhead an adverse factor. 
ut Despite reduced earnings, the 50 
. are ets xe _—— ; es , _ - a a cents quarterly is probably safe. — 
e~ Clark Equipment _.__ 4.75 10.24 2.00 (b)2.00 8.0 5.3 25 30!/.-20%, B—2 Earnings sharply lower than postwar 
re peak but will likely level off a 
current year. 50 cents quarterly 
ar eee eal ee ee ee a : 7 ; ee ee eee dividends may be continued. 
ts. Cleveland Graphite Br. ..... 3.75 4.60 1.80 1.80 6.4 7.4 28'/g 29'/2-20% B—3 One of the more stable units in the 
nf industry. Moderate downtrend in 
by earnings — but 1950 total 
he a =. : : ee ee dividends should equal 1947, | 
ia Collins & Aikman (d) .20 92 50 1.00 2.7 18!/, 1934-133, C+] Leading producer of auto fabrics. 
V- Adversely affected by high wool 
prices and fluctuating demand last 
5 year. New products should benefit 
rl- 1950 operations but resumption of 
: es f = ; 7 dividends not certain. 
= Dano Corp. ee (g)3.18 4.30 (b)1.00 1.00 7.1 4.4 14l/, 1544-9 B2 Reduced nti ey a 
= earnings in fisca ut no 
le enough to preclude ample cover- 
es ORS. i = = ; 7 : : = ee ae age of conservative dividends. 
nd Eaton Mfg. - 2 4.6le 6.15 3.00 3.50 9.8 1 30% 3274-21% B2 Earnings in current year will likely 
. | level off at around 1949 slightly 
‘al lower rate. Total dividends prob- 
w- | a will match last year's $3 per 
} (eae ave : } share. Jans 
nt Electric Auto-Lite 00 6.50 8.16 3.00 3.00 6.9 6.6 43\/, 46!/2-335 B2 = trade position iol oume 
~ | satisfactory earnings in , thoug 
le X at slightly reduced level. The 75 
he cents quarterly dividend seems se- 
on, f.2 _ 7 —_ ; cure. oe 
2W Electric Storage Battery 3.00 6.67 2.25 3.00 6.0 12.5 375% 5! -34!/, Bi Sharp recovery from difficult read- 
nt justments indicated for 1950. Good 
h long term record and ample fi- 
ne nances pone — of 50 cents 
0S Ce ee ee ee ee at : p ; quarterly dividend. ee ee 
Hayes Mfg. motte, (ApS 3.09 .60 75 8.1 7.0 7% 9/4- 5Y/, C2 Loss ¢ pr oy oye comaee only 
partially offset new business an 
broader diversification. 15 cents 
quarterly dividends may continue 
Se a eee eee ; Leal 2 Jets P : but coverage reduced. : 
Houdaille-Hershey 2.75 2.95 1.00 1.00 8.0 4.6 = 125% 14 - Wz C-+3 1949 sales uptrend may hold, though 
earnings may recede somewhat 
e]- — _ Lah high level. Divi- 
| ends will likely remain at about 
ed a ; $1 annual rate. 
he Kelsey-Hayes “B" (g)7.88 6.03 1.50 1.50 8.7 2.2 17%, 1934-13 C+3 Largest wheel manufacturer with 
strong trade connections. Slightly 
a lower earnings in prospect but con- 
ft prank haa cents quarterly divi- 
ng Midland Steel Products 8.50 10.66 5.00 3.50 166 3.5 30 34 -18l/e C+ 3 Substantial profits from sales of 
ad frames and other auto parts ex- 
pected, but perhaps not so large as 
year earlier. A year-end extra may 
-~_ Sees 50 cents quarterly 
Oe _ 7 : ‘ine, ividends. 
*)—Figures adjusted for stock splits and stock dividends. (d)—Deficit. 
2 ¢)—Based on 1949 dividends. (e)—Actual. 
é t)—Based on estimated or actual 1949 earnings. (f)—Actual, Year ended Sept. 30, 1949. 
(a)—Reflecting consolidation of Amra Corp. into Amer. Bosch. (g)—Actual, Year ended Aug. 31, 1949. 
b)—Plus Stock. (h)—Actual( Year ended June 30, 1949. 
c)—10% in Stock. (i)—Actual, Year ended July 31, 1949. 
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moreover, has stimulated price concessions for replacement parts. The 
big car manufacturers have learned from experience that their mar- 
gins on replacement parts can be maintained several times as wide as 
on original equipment, hence they are increasingly out to capture a 
larger share of the market. Finally, the reluctance of parts ditsribu- 
tors to accumulate inventories last year adversely affected the volume 
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7A showing of auto parts makers in 1949 fol- 
lowed much the same pattern as that of many other 
segments of the economy, with over-all sales and 
earnings generally lower than in the previous twelve 
months. Indications are pretty clear that a more 
moderate downtrend will mark the current year, 
suggesting that a period of levelling off has arrived. 

Although last year’s record production of about 
6 million passenger cars and trucks obviously estab- 
lished a correspondingly large demand for original 
parts the arrival of intense competition and price 
uncertainties reduced dollar volume somewhat in 
this division. Additionally, the completion of post- 
war expansion programs enabled the more impor- 
tant car manufacturers to produce more of their 
essential requirements, thus to some extent easing 
pressure on their former parts suppliers. Neverthe- 
less, the independent parts makers strongly en- 
trenched with the auto industry fared better last 
year than those concerns mainly dependent on re- 
placement sales, since the former were in a position 
to share partially in the 1949 wholesale car value of 
approximately $8 billion, some 20% above the 1948 
level. 

In contrast, last year’s replacement volume prob- 
ably shrank to about $2 billion or 17% short of a 
1948. Accounting for this decline in the face of a 
peak number of powered vehicles on the road, now 
amounting to more than $32 million, are several 
factors. Scrappage of old cars and trucks has in- 
creased at a more rapid rate now that the supply. of 
new vehicles has ex- 
panded. At the same 
time, the enlarged 
number of postwar 
models require fewer 
repairs. Competition 
at the retail level, 
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of their suppliers. 

It should be realized that because 
a number of leading parts manufac- 
turers produce large quantities of 
both original and replacement parts, 
last year’s divergent demand trends 
were rather well offset on balance. 
Many view the outlook for 1950 with 
considerable confidence in view of 
the indicated large output of new 
cars throughout the first half year, 
at least. Looking ahead to the second 
half, potentials are more obscure, but 
some of the more optimistic manage- 
ments predict a shrinkage of no more 
than 10% in sales of original parts for the full year 
and a decline of about 5% in replacement parts. 
The longer term outlook is assuredly enhanced by 
the fact that in the course of about a decade, the 
number of motor vehicles requiring constant serv- 
ice has swelled by 10 million or more. 

As matters now look, last year’s divergent experi- 
ence of original equipment manufacturers and pro- 
ducers of replacement parts may be reversed some- 
what in the current year. If new car output recedes 
in the second half, as generally anticipated, demand 
for everything from bodies to the smallest integral 
part will naturally lessen. There is no reason, how- 
ever, to expect much lower demand for replacement 
parts. Indeed, aside from normal repairs, the inde- 
pendent manufacturers will likely benefit from the 
increased elimination of accessories in sales of new 
cars to create lower prices. To a substantial extent 
this will stimulate car owners gradually to fill the 
void by shopping around for such items as radios, 
heaters, ete. 


Diversification a Strengthening Factor 


Diversification of output and the continued devel- 
opment of new products has greatly strengthened 
the operating potentials of many concerns in the 
parts and accessories industry. Manufacture on a 
large scale of such unrelated items as aircraft 
specialities, refrigerators, glass products, washing 
machines, industrial equipment and even railroad 
cars, has been an in- 
fluence in stabilizing 
volume and earnings 
of certain parts 
makers. This trend has 
proved especially wise 
for some concerns once 
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Statistical Data on Leading Automobile Parts and Accessories Companies* _ 


Per 
Share 
1948 


mw 


3.00 


1.00 


(b)2.00 
~ 1.80 


“1.00 


3.00 


75 


- eahorxi ~ Net Per Share 
Est. Divs. 
= set ee? ee ae 
American Bosch ... $1.85 $(a)1.74 $(a)1.00 
Bendix Aviation... (#) 5.24 5.33 3.50 
Bohn Alum. & Brass... (d) .50 2.76 75 
Borg-Warner SiO C*d'2.43s«OSO 
X 
Bower Roller Bearing... + 5.00 6.64 3.00 
Briggs Mfg. tO 5.33 3.00 
Briggs & Stratton... ((e) 4.99 = «5.53 2.75 
X 
Camp., Wyant & Cannon ... 3.00 5.71 2.00 
Clark Equipment 4.75 (10.24 2.00 
x 
Cleveland Graphite Br... 3.75 4.60 1.80 
Collins & Aikman... (d) -.20 92 ~—«50 
Dana Corp... (g)3.18 4.30 (b)1.00 
Eaton Mfg. 46le 6.15 3.00 
Electric Auto-Lite S650 B16 3.00 
X 
Electric Storage Battery 3.00 6.67 2.25 
Hayes Mfg. (FOS = 3.09ts«C«O 
Houdaille-Hershey ...—Sso2.75—S—s«2.985 1.00 
Kelsey-Hayes “8” (g)7.88 6.03 1.50 
Midland Steel Products 8.50 10.66 5.00 
(*)—Figures adjusted for stock splits and stock dividends. 
¢)—Based on 1949 dividends. 
t)-—Based on estimated or actual 1949 earnings. 
a)—Reflecting consolidation of Amra Corp. into Amer. Bosch. 
b)—Plus Stock. 
c)—10% in Stock. 


6.4 — 28\/ . ~ 291/-205%5 B—3 One of the more stable units in the 





Div.¢ Price Invest- 
Yield Earnings Recent Range ment 
%  Ratiot Price 1949-1950 Rating __ COMMENTS 





ES. 7, ” 5. 7! Company progressing well follow- 

6.9 12% 13a- Ma C+2 ing last vente combination with 
new interests. No change in 25 cents 
quarterly dividend expected. 


TA 


J e Strongly entrenched as supplier of 
8.3 8.0 41% 42%e-26 b2 auto pot aircraft parts. 1950 earn- 
ings should compare favorably 
with year before. A year-end divi- 
dend may supplement 50 cents 
quarterly payments. 
; 3 i Some improvement in earnings likely 
3.1 i 23% 27 -2i Ct! in 1950 but dividend omission in 1749 
final quarter makes possible re- 
sumption hard to predict. 
1 \/,.42! Diversified output strengthens 1950 
%7 66 56/2 601/4-42'/2 62 earnings potentials. Development of 
new automatic transmissions a fa- 
vorable factor. $1 quarterly divi- 
dends assured. 


Vy. Above-average good record lends 
= =. Ss iets Oe oltmes If eldnd ented 
aided by proven operating efti- 
ciency and favorable sales outlook. 
| 24! Leading producer of auto bodies 
%9 “ 30/4 32, -2I'/ Ct2 and pe Mw nes items. Earnings in 
first half year, at least, should be 
satisfactory. The 50 cents quarterly 
dividends may be again supple- 
mented by year-end extras. 
3 V/p-20! 2 Dominant producer of low h.p. 
9.7 5.6 284% 29% 20/2 oa motors, switches and locks, firmly 
entrenched with leading automo- 
bile manufacturers. Promising out- 
look has just led to declaration of 
15 cents extra with 25 cents quar- 
terly dividend. 
1 ¥, 16! 1949 volume depressed by loss of 
3 = 21"/2 22%4-6/2 C+2 customers following strike in 1948. 
Large overhead an adverse factor. 
Despite reduced earnings, the 
cents quarterly is probably safe. 
15-203 —2 Earnings sharply lower than postwar 
60 aa - 30'/2-20% 2 peak but will likely level off in 
current year. 50 cents quarterly 
dividends may be continued. 








industry. Moderate downtrend in 
earnings probable but 1950 total 
dividends should equal 1949. 


Leading producer of auto fabrics. 
Adversely affected by high wool 
prices and fluctuating demand last 
year. New products should benefit 
1950 operations but resumption of 
dividends not certain. 


a 7 141 15|4- Reduced saies somewhat lowered 

at 44 fe 54-9 b2 ecrnings in fiscal 1949 but not 
enough to preclude ample cover- 
age of conservative dividends. 

; ; 3 Vo-21 3 Earnings in current year will likely 

9.8 at 30% 32 Ve 2I %e 62 level of at around 1949 slightly 
lower rate. Total dividends prob- 
ably will match last year’s $3 per 
share, 

6.9 6.6 43! V/-335 Strong trade position should assure 

fe 46'/2-33% b2 satisfactory earnings in 1950, though 
at slightly reduced level. The 75 
cents quarterly dividend seems se- 
cure. 

4 a 75 | .34! Sharp recovery from difficult read- 

6.0 12.5 37%e 5 34/2 BI justments indicated for 1950. Good 
long term record and ample fi- 
nances support stability of 50 cents 
quarterly dividend. 

8.1 7.0 7% 9/4- 5's C2. Loss of substantial contracts only 
partially offset by new business and 
broader dversiltention. 15 cents 
quarterly dividends may continue 
but coverage reduced. 

8.0 4.6 125 14 - 9A C+3 1949 sales uptrend may hold, though 
earnings may recede somewhat 
from last year’s high level. Divi- 
dends will likely remain at about 
$1 annual rate. 

8.7 yy. 17\/, 1934-131/, C+ 3 Largest wheel manufacturer with 
strong trade connections. Slightly 
lower earnings in prospect but con- 
servative 37!/. cents quarterly divi- 
dends safe. 

16.6 3.5 30 34 -18'/5 C+3 Substantial profits from sales of 
frames and other auto parts ex- 
pected, but perhaps not so large as 
year earlier. A year-end extra may 
again supplement 50 cents quarterly 
dividends. 





2.7 BY —-19%4-13%—SO C+ 











(d)—Deficit. 

(e)—Actual. 

(f)—Actual, Year ended Sept. 30, 1949. 
(g)—Actual, Year ended Aug. 31, 1949. 
(h)—Actual( Year ended June 30, 1949. 
(i)—Actual, Year ended July 31, 1949. 
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Statistical Data on Leading Automobile Parts and Accessories Companies* 








Per 


Share 





Est. Divs. 
1949 1948 1949 


Net Per Share Div.¢ Price Invest- | 


Yield Earnings Recent 
1948 A 





ment 


Range 
Ratio Price 1949-1950 Rating COMMENTS 





Motor Products ........_ (h) 6.97 7.33 2.00 2.50 


7.2 


improved Deepfreeze volume and 

C+2 adequate auto parts sales should 
hold earnings in 1950 at level to 
assure stability of 50 cents quarterly 
dividends. 


3.9 27/2 30!/p-16'/2 





Motor Wheel... (e) 4.09 4.08 2.60 2.00 


11.4 


Encouraging demand potentials 
and proven operating efficlenc 
should maintain earnings on leve 
comparable to 1949. 40 cents quar- 
terly dividends and a year extra 
seem likely. 


56 22%  23%-154  C+2 





Murray Corp. of Amer. ..... (g)6.95 1.15 


9.9 


Increased product diversification 
and favorable outlook for auto 
body sales in 1950 should sustain 
py and dividends comparable 
to . 


Zo 16'/, 165-10 C2 





Raybestos-Manhattan __.. 3.00 


7.4 


Strong finances and ample diversi- 
fication favorable factors. The 37'/ 
cents quarterly dividend is well pro- 
tected. 


9.5 28!/2 2974-23 4%, B2 





Reynolds Spring ~ (#)1.25 66 Nil Nil 


Heavy competition in auto springs 
has impaired earnings consider- 
ably. Earnings should improve but 
near prospect of dividend resump- 
tion clouded. 


9.2 11y, 11%y- 4%. C+2 





aa... eee 6.89 1.60 (b)1.00 
x 


5.2 


Increased facilities for output of 
pipe and auto frames suggest con- 
tinued satisfactory earnings in 1950. 
Some uptrend in dividend payments 
may follow. 


30% 333-19 B2 





Standard Steel Spring (e)4.22 3.82 1.75 
xX 


v2 


Continuation of earnings close to 
last year's record rate possible, due 
to improved facilities and good 
trade position. Total dividends of at 
least $1.75 per share expected. 


4.2 19 20!/2-12 Cr2 





Stewart-Warner 1.30 2.44 1.00 1.50 


6.0 


Slackened demand and severe com- 
petition reduced 1949 earnings but 
some recovery now probable. 25 
cents quarterly dividends rather 
narrowly covered. 


16% 18%- 9/2 C+2 





Thermoid . eee 1.20 5 (c) 


2.4 


Fabricator of rubber and asbestos 
products, with some recovery in 
1950 from last year's readjustment 
troubles indicated. Small annual 
dividend possible. 


8.3 Cr 


6/4 bh- 4% 





Thompson Products ........_ (e) 12.88 9.57 
x 


Timken Detroit Axle 1.60 2.00 


_.. (h)2.33 


Timken Roller Bearing 545 3.00 





Young, L.A., Spr. & Wire (i)9.05 7. 3.00 1.50 
X 


tarp adjusted for stock splits and stock dividends. 
t 
(f 
( 


—Based on 1949 dividends. 
)Based on estimated or actual 1949 earnings. 

a)—Reflecting consolidation of Amra Corp. into Amer. Bosch. 

b)—Plus Stock. 








5.6 


ae 


8.0 


~ (d)—Deficit. 


Favorable outlook for sales of auto 
parts and aircraft accessories sug- 
gest continued high level earnings. 
Liberal year-end dividend should 
supplement 50 cents quarterly pay- 
ments. 
Strikes and volatile demand low- 
ered 1949 earnings. Probable im- 
rovement in current year may sta- 
Bilize dividends at 25 cents rate 
quarterly. 
Competition and reduced industrial 
demand adverse to 1949 earnings 
but some recovery in 1950 likely. 
Dividends will probably continue at 
reduced 50 cents quarterly rate. 
B2 Large shipments of cushion springs 
should continue to benefit earnings. 
Uptrend in 1950 net possible with 
chance for increased dividend lib- 
erality. 


4.6 53'/, 5654-341, B2 


“19 13g 


(68 15 


“19.7 34, 434-3212 BI 








30/31 16% 


(e)—Actual. 

#)—Actual, Year ended Sept. 30, 1949. 
g)—Actual, Year ended Aug. 31, 1949. 
{h)—Actual, Year ended June 30, 1949. 
(i)—Actual, Year ended July 31, 1949. 








c)—l0% in Stock. 














heavily reliant on sales of original automotive equip- 
ment, because their customers were not only few in 
number but traditionally quick to shift their supply 
sources annually in attempts to reduce costs. 

While few components of the industry have as yet 
issued their annual reports for 1949, results for nine 
months provide clues to probable earnings for last 
year. On an appended table we list 32 representative 
concerns with statistics pertinent to earnings and 
dividends last year and in 1948, together with yields, 
price-earnings ratios and the 1949-50 price range. 
In scanning this broad picture it is interesting to 
note that about a quarter of the concerns in the 
group experienced higher earnings than a year 
earlier, while about the same proportion reported 
sharply lower net, leaving about half with only mod- 
erately reduced profits. 

As for last year’s dividend record of the com- 


622 


panies listed, all but one concern paid without inter- 
ruption while about a third each paid at higher, 
lower or unchanged rates. Although the broad in- 
dustry factors we have discussed partially accounted 
for the varying dividend policies, the divergent 
trends or uniform experience are mainly attrib- 
utable to basic individual operating advantages or 
handicaps that only close study can bring to the 
surface. The generally good dividend record of the 
industry in a readjustment year like 1949 is note- 
worthy, especially as regards those enterprises that 
paid more liberal dividends despite reduced volume. 
Such instances reflect either improved cost controls, 
highly satisfactory financial positions or marked 
confidence over the road ahead. 

In contrast, the prospect that 1950 volume of the 
industry may be somewhat lower than in 1949 sug- 
gests the need for careful study of companies that 
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saw tit to reduce their dividend payments last year, 
as well as those that were able to maintain unvary- 
ing stability. The test of managerial efficiency in the 
current readjustment period not yet fully completed 
with the parts manufacturers, is ability to reduce 
break-even points as volume tends to decline, thus 
maintaining margins on an even keel. In other 
words, it might not take much of a decline in sales 
with some companies to reduce earnings rather sub- 
stantially, to the possible detriment of dividends. In 
studying 1949 results, however, due allowance must 
be made for such transient handicaps as strikes, 
materials shortages and development costs of new 
products. 


Dependence on Large Auto Manufacturers 


As suggested earlier in our discussion, the market 
potentiais of so many concerns in the parts industry 
hinge so importantly on orders from the relatively 
few large automobile manufacturers, that unless 
their products are very widely diversified they con- 
stantly face the risk of losing a lot of business. This 
factor applies more to the heavier components in 
cars and trucks than to the thousands of small items 
involved. Some of the latter are so simple to manu- 
facture that the auto makers distribute their orders 
among an army of relatively little firms. When it 
comes to bodies, frames, bumpers, springs, wheels, 
precision built engine parts and the like, all requir- 
ing mass production with the most modern equip- 
ment, the situation is quite different. In this in- 
stance, competition is confined to a few outstanding 
specialists with requisite facilities and in a position 
to acquire large quantities of steel. 

To illustrate the volatile characteristics of origi- 
nal parts business, the experience of Murray Corpo- 
ration of America provides an interesting example. 
This company fortunately produces not only bodies 
for Ford, Chrysler and General Motors, but a broad 
line of frames, springs, fenders and hoods as well. 
To achieve still broader diversification, output now 
includes numerous kinds of household 
appliances, such as ranges, sinks, bath- 
tubs, lavatories and steel cabinets. De- 
spite a lag in appliance sales in the 
forepart of 1949, a spurt in sales of 
automotive equipment in the fiscal year 
ended August 31 was more than an 
offset, widening margins and lifting net 
earnings to $6.95 per share compared 
with $3.21 in fiscal 1948. 

The Murray management, however, 
cautioned shareholders that by late 1951 
an important customer (presumably 
Ford) would undertake to manufacture 
most of its own heavy stampings. To 
allow for contingencies that might arise 
from this potential loss of business, 
Murray Corporation charged against 
surplus the sum of $2 million for a 
special reserve, and is studying methods 
to expand sales in other directions. In 
line with these farsighted policies, the 
company has completed construction of 
a new $7 million plant in order to man- 
ufacture a complete line of home appli- 
ances with an eye to exploit the expand- 
ing market for “packaged homes.” 

One of the best diversified concerns 
in the industry is Borg-Warner Corpo- 
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ration, with an annual output about evenly divided 
between essential equipment for the automotive in- 
dustry and numerous unrelated items. Among the 
latter are the Norge refrigerator, an extensive line 
of home appliances, air conditioning equipment, al- 
loy steel and quite a long list of fabricated steel 
products. Sales and earnings of this company re- 
ceded moderately last year from the boom peak of 
$12.43 per share in 1948 but probably exceeded $8, 
thus covering 1948 dividends of $4.50 per share by a 
comfortable margin. Because of the current pickup 
in demand for home appliances and the high level 
activity of the automotive industry, Borg-Warner’s 
earnings in 1950 may at least equal those of last 
year, while over the longer term, its diversified pro- 
duction should tend to stabilize operations con- 
siderably. 

1949 proved to be a difficult period of Electric 
Storage Battery Company, one of the most stable 
earners in the parts industry. Sales of original 
equipment to the automotive industry and volume of 
industrial batteries held up well last year but re- 
placement demand fell off sharply in the first nine 
months and battery prices tumbled fast in line with 
those of lead. As inventory losses were considerable 
and margins were pinched by reduced sales, despite 
lower materials costs, the company did well to earn 
74 cents a share in the first six months of 1949, 
compared with $2.06 in the first half of 1948. 
Marked improvement in following months probably 
established full year earnings of about $3 per share 
against $6.67 the year before. More stable condi- 
tions in 1950 should create more favorable earnings 
comparisons. An unbroken dividend record since 
1901, plus strong finances and heavy trade entrench- 
ment, foreshadows stable dividends at a 50 cents 
quarterly rate. 

Timken Roller Bearing Company until of late has 
enjoyed an above-average reputation for relatively 
stable earnings, as reflected by a dividend record un- 
broken since 1922. Operations last year, though, 
were fare less profitable (Please turn to page 643) 






































Bust 


The most certain thing about 
the boom in television stocks is 
that it is going to bust. On just 
what day this will start is any- 
body’s guess, but it is not more 
than a medium-term matter at 
best. It could be almost any day. 
Prices of video sets have been 
slashed during the last two years 
much more sharply than was so of 
radios at a similar stage of new- 
industry development. Profits will 
recede under competitive price 
pressures before the industry 
reaches maturity ; they will be thin 
thereafter; they will vanish, of 
course, in periods when sales 
sliimp—and there will be such per- 
iods. In all probability, the long- 
term going will be best in telecast- 
ing, whichis now not far from black 
ink. Bearing on this point, Colum- 
bia Broadcasting seems to have 
turned the corner in the balance 
between radio profits and video 
losses, for its annual report indi- 


manufacture of cathode ray tubes 
and parts, quality receiving sets, 
telecasting station equipment; and 
telecasting through three owned 
stations, nucleus of the growing 
“DuMont Network.” The disad- 
vantages are that this is an over- 
the-counter stock; and that the ex- 
tent to which the company may 
depend on one-man management 
is not too clear. The stock should 
not be bought in any event until 
it has had a sizable reaction, with 
the market’s video fever cooled 
down. It is now around 18-19. 


Trouble 


Oil companies with large for- 
eign interests have all the worries 
now affecting the domestic com- 
panies, plus some special ones of 
their own. The biggest of the latter 
is the British-imposed curb on 
marketing of dollar oil in the vast 
sterling area. Because of the con- 
tinuing dollar gap, this curb is not 





likely to be modified greatly, if at 
all. The major oil companies af- 
fected are Standard Oil (New 
Jersey), Gulf Oil, Texas Company 
and Standard Oil of California. As 
regards effect on share earnings, 
the impact on the latter two com- 
panies will be relatively light, for 
the great bulk of their present 
profits are of domestic origin. It 
can be materially worse for Gulf 
and quite severe for Jersey. Some 
time ago, before there was any 
cloud in the oil sky, this column 
point out that Standard Oil 
(New Jersey) was potentially vul- 
nerable because so large a percent- 
age of total earnings consisted of 
dividends from a single foreign 
subsidiary, Creole Petroleum. The 
latter has had relatively heavy 
sales in the sterling area. This is, 
of course, not the time to buy oils. 
From a defensive point of view, 
probably Jersey is a sale ; and sure- 
lv a candidate for switching. For 
those who insisit on retaining po- 



































cates net of $1.27 a share in the 
Pagid ene ee: aia De INCREASES SHOWN IN RECENT EARNINGS REPORTS 
the final quarter of 1948. However, 1949 1948 
recovery of the peak earning Chickasha Cotton Oil. 6 mos. Dec. 31 $3.06 $1.36 
power ($3.45 a share in 1947) Manhattan Shirt..o0o.0.0.0...ccecceeeceeeeeseees 6 mos. Dec. 31 1.37 71 
previously obtained from radio SLE Dec. 31 Quarter 1.80 .80 
broadcasting is still ahead. Bendix Aviation ..........ccccccccscesccseseeseesees Dec. 31 Quarter 1.79 1.47 
NEI a nr ee, 7 ee eee : Year Dec. 31 6.93 6.66 

if Smith & Corona Typewriters.................... Dec. 31 Quarter 1.29 1.07 

If one insists on speculating for Owens-Illinois Glass .................:.:ccccceeeees Year Dec. 31 5.38 3.38 
the long pull in video, DuMont re- Pittsburgh Plate Glass ........................0605 Dec. 31 Quarter 1.36 1.07 
mains the logical issue, since the Cee II GDS 5 Su cscsiiedoasepessine ccocccssensceeses 6 mos. Dec. 31 2.30 2.08 
company’s stake is video exclus- WUDMIREI MEEERRE. 5. cs ccpchss-ogiodeceassussh beau esccbsescese’ Dec. 31 Quarter 91 17 
ively and inclusively. It embraces 
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sitions in the oil industry, some 
stocks worth considering as sub- 
stitutes for Jersey or Gulf are 
Ohio Oil, Richfield Oil, Phillips 
Petroleum, Humble Oil and Ame- 
rada. In this column’s view, the 
best switch at present would be 
into cash or equivalent. 


Omen 


On an average, bank stocks are 
at new 1949-1950 highs. This 
group of stocks is supposed to have 
some kind of “barometric” sig- 
nificance for the stock market. We 
say “supposed to have,” for the 
actual past record proves nothing. 
A general market prophesy based 
on the action of bank stocks would 
have worked out well in some in- 
stances, poorly in others. An in- 
consistent “omen” is no omen at 
all. 


Management 


In selecting stocks, many in- 
vestors have a preference for com- 
panies whose top officers and di- 
rectors are large shareholders 
therein. That ought to be a dis- 
tinctly secondary consideration. 
The stocks which meet this speci- 
fication run the gamut from good- 
grade to highly speculative. A few 
examples of the former are Wrig- 
ley and Murphy, among stable- 
income stocks; and Minnesota 
Mining & Manufacturing, which 
has been an outstanding growth 
stock. Beech-Nut Packing, W. T. 
Grant, Melville Shoe and Interna- 
tional Shoe could also be cited. On 
the other hand, the list includes 
some quite speculative stocks, 
such as Warner Brothers, Distil- 
lers-Seagrams, Columbia Pictures 
and Grumman Aircraft. There 
are distinct limits to what any 
management can do. The nature 
of the business, rather than the 
judgement of management, makes 
Wrigley a stable earner, Grum- 
man a speculation dependent on 
Government airplane orders. 
There are some excellent family 
managements, some poor ones. 
There are some excellent profes- 
sional managements, some poor 
ones. As a rule, to which there 
could be many exceptions, this col- 
ums prefers professional manage- 
ment. It is likely to be more on its 
toes, to do less coasting; to take 
just as much pride in actual ac- 
complishment, but to have less 
pride in company tradition. Tradi- 
tion will not keep any company on 
top. 
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Telephone 


Earnings of American Tele- 
phone & Telegraph (parent com- 
pany only) were $9.03 a share for 
1949, against $8.89 in 1948. For 
years now earnings have approxi- 
mated the $9 dividend—going 
slightly above it in some years, 
falling under it in others. How- 
ever, earnings are not the same 
thing as annually available cash, 
which is vast. The $9 dividend is 
not subject to question and yields 
6% at the stock’s current price 
of 150. The typical owner of this 
famous stock “feels comfortable” 
with it. Therefore, this column 
would not urge its sale; but would 
argue against new purchases. It 
has not been basically attractive 
for appreciation since stock finan- 
cing (the rights had large value) 
terminated years ago. The equity 
dilution from huge financing 
through convertible debentures in 
recent years has weighed on the 
stock. Its performance has long 
been inferior to that of the gen- 
eral list. The stock is now roughly 
mid-way in the range marked out 
by the 1942 bear-market low of 
101% and the 1946 bull-market 
high of 20014. Looking solely at 
the yield, 6% is fairly good, but 
not outstanding as equity vields 
go in today’s market. 


Miracles 


Every drug company is press- 
ing research with the hope of 
hitting on some new “miracle 
drug,” which will give it an edge 
over competitors for a time and 
boost profits materially. The first 
of the miracle drugs was peni- 
cillin. It is now—no pun intended 
—a drug on the market. The bot- 
tom has fallen out of prices and 
profits, due to decidedly ample 
output. Streptomycin is going the 
same way. Parke, Davis has a 
winner in chloromycetin, which is 


why 1949 earnings are estimated 
not far from $2.50 a share, 
against $1.92 in 1948. American 
Cyanamid is faring well with au- 
reomycin. Earnings are running 
at an all-time peak. 


Leaders 


The trouble with so-called lead- 
ing stocks is that they often do 
not lead. Thus, International Shoe 
is the biggest shoe manufacturer, 
enjoying high repute and having 
an excellent long-term dividend 
record. However, earnings fell to 
$2.26 a share for the latest fiscal 
year, or well under the $3 divi- 
dend rate. The shrinkage from the 
1948 fiscal year was over 44%— 
and this in a field with above- 
average stability. General Shoe, 
operating low-cost plants in the 
deep South, is supposed to be 
much more speculative. Earnings 
last year were $3.14 a share, leav- 
ing the $2.50 dividend rate cover- 
ed. The shrinkage from 1948’s all- 
time record of $3.45 a share was 
only 9%. This exceptional con- 
trast does not change the fact that 
investors, as a rule, will be more 
comfortable with “big-name”’ 
stocks. The opportunities, and pit- 
falls, are greater among second- 
ary companies. 


Steel 


Steel stocks as a group have 
fared better than the general list 
so far this year. Those who see 
prophetic significance in that are 
welcome to bet on it with their 
own money. Steels are traditional- 
ly late movers. They are specula- 
tive in “Prince and Pauper’ de- 
gree, since long-term records as 
to earnings and dividends have 
been poor. A relatively good mar- 
ket performance now, after an 8- 
month rise, means that you can 
realize more by selling them than 

(Please turn to page 645) 
































DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1949 1948 
Ashland Oil & Refining Co. Dec. 31 Quarter $1.26 $2.23 
Cooper-Bessemer Corp. ....... Dec. 31 Quarter 2.39 2.67 
Plymouth Oil Co......... Sovcnavenussas Dec. 31 Quarter 1.63 1.79 
Fairbanks Morse & Co......... Year Dec. 31 5.70 9.59 
Eeeo Products €o.........:.....<....5...0 Sans Dec. 31 Quarter .80 1.03 
¢ da Dry Ginger Ale......................... . Dec. 31 Quarter .37 42 
Pennsylvania-Dixie Cement ................... . Dec. 31 Quarter 1.25 1.46 
Rea een iN oo ooo oc nn dirn nec clans en dcchaeses Year Dec. 31 2.55 3.01 
MUN WON is cdc ckactes de cena t ensixccnuorenauncer Dec. 31 Quarter 2.26 2.63 
Congoleum-Nairn |............. cece cece cence teres Year Dec. 31 3.04 5.78 
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What's Ahead for Business? 


By E. K. A. 


The coal crisis, at this writing, is really putting a crimp 
into industrial operations. It is bound to be felt for a few 
weeks even assuming a settlement before the production 
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machinery grinds to a com- 
plete halt. Such an assump- 
tion is hopefully made b 

most observers but it stil 
remains to be seen how far 
industrial paralysis is al- 
lowed to go. This means 
that the month of March, 
from the standpoint of in- 
dustrial production, may not 
come up to the recent re- 
covery high, so far standing 
at 183% of the 1935-39 
average in terms of the Fed- 
eral Reserve Board index. 

This is the revised figure 
for the month of January. 
Despite the creeping impact 
of coal shortages, industrial 
output dropped less than 
3% in February with the 
FRB index dropping to about 
178%. The estimate for 
March thus is wide open, de- 
pending on the duration of 
the coal crisis and the speed 
of recovery following a set- 
tlement that is bound to 
come sooner or later. 

The question arises 
whether the uptrend would 
have levelled off last month 
anyhow, regardless of the 
coal situation. We doubt it. 
In our view, general busi- 
ness would assuredly have 
been better last month but 
for the retarding effects of 
the mounting coal shortage. 
Partly this would have been 
at the expense of March 
potentials, but with the time 
table definitely off because 
of the coal crisis, it is futile 
to rationalize the point. The 
coal stoppage will certainly 
have the effect of putting off 
and test. 
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It should be recorded, however, that Government econo- 
mists of late have become quite cautious in trying to gauge 
the business future even over the nearer term, in sharp con- 
trast to the widely professed optimism around the turn of the 
year. The same is true of many private observers. Partly 
responsible for this is the downtrend in capital spending and 
uncertainty just where it will level off; the export outlook is 
also a factor. Moreover, the trend of retail trade since the 
turn of the year has been somewhat less than encouraging 
and more trouble may be ahead in this sector. Strikes such 
as in coal and the Chrysler plants are bound to cause losses 
in retail sales which seldom, if ever, are completely made up 
after the tie-ups are over. 

But even in areas not directly affected, retail trade and 
particularly department store sales have been limping behind 
year-ago figures which already were fairly sharply off from 
prosperous 1948, Explanations such as unseasonable weather 
are not fully convincing. Trade is lagging more than season- 
ally expected, hence the extent of the seasonal rise this Spring 
will be doubly important. It might have dropped even more, 
had it not been for the veterans’ insurance payments and for 
wide-spread price cutting by retailers in an effort to keep 
goods moving. 

Doubtless trade will expand in the next few months; it 
always does at that time ob the year. The degree of improve- 
ment will indicate whether the present laggardness represents 
a basic trend or is merely the result of extraordinary circum- 
stances. “Catching up” demand after the coal strike will help 
but there may also be some business boosters by the Admin- 
istration to avoid any downtrend which might hurt politically 
in November. 

Such boosters may not be sensational or new. They might 
consist merely of a tendency to back away from legislation 
that might unsettle business. Thus any corporate tax increase 
is likely to be forgotten. Housing aids, and aid to small busi- 
ness, may be pushed as will, generally, other efforts to boost 
spending and lending. Distinct efforts will be made to keep 
unemployment from crossing the five million mark which is 
generally regarded as the danger line. Its rise, even dis- 
regarding strike effects, has become somewhat of an official 
headache. 


Stabilization of Price Structure 


Meanwhile no important overall changes are anticipated 
on the price front. The price movement latterly has been 
slowly upward with a tendency to stabilize, according to ob- 
servations of the National Association of Purchasing Agents. 
Buying policy remains very conservative, and industrial inven- 
tories continue their downtrend. Some weaknesses persist in 
fabricated goods where conditions have become keenly com- 
petitive. The latter militates against any marked firming. 
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MONEY AND CREDIT—Under leadership of the low priced 
stocks, the market extended its advance a tle during the fort- 
night ended February 25, with our Combined Average of 325 
active common stocks, the Index of 100 Low Priced Stocks and 
18 of our 46 group indexes making new highs for various 
periods, as tabulated on the second page following. The high 
priced stocks, however, were unable to better their average 
high touched during the preceding fortnight. New York bank 
stocks advanced 3°, to the best average level since 1946. 
Corporate preferred stocks crept up to the highest average 
level since October, 1947. High grade corporate bonds ad- 
vanced fractionally; but foreign government dollar bonds 
eased off a little. U. S. Government bonds continued to sag 
slowly, with the unrestricted Victory 2!/2s slipping to the lowest 
price in seven months. In a dull market, stocks on the Paris 
Bourse dropped to new lows for the year. High taxes and re- 
tention of a major portion of earnings to help finance capital 
expenditures have reduced dividends to a point where inves- 
tors, despite mounting savings, have lost interest in equity 
securities. Income tax receipts have enabled the U. S. Treasury 
to pay off $400 million of the Federal debt during the past five 
weeks and yet show a net increase of $1.1 billion in its cash 
balance. Commercial loans by weekly reporting member banks 
declined by the nominal amount of $19 million during the fort- 
night ended February 15; but income tax payments largely 
accounted for a drop of $837 million in demand deposits. The 
latter decline was nearly offset by heavy sales of Government 
securities and large increases in deposits by the Treasury and 
out-of-town banks, so that reserves declined only $87 million. 
The Treasury, in progressively shortening the maturity of its 
144% certificates, appears to be heading toward a slightly 
higher interest rate on its one-year issues, which hitherto have 
yielded only 1!/4%. Last year, sales of U.S. Savings bonds 
totaled $7,141 million—$1,534 million more than redemption. 
The Treasury plans another savings bond sales drive for the 
Spring and may also seek to avoid the inflationary effects of 
selling bonds to the banks by offering longer-term securities at 
somewhat higher interest rates to insurance companies, trust 
funds, individuals and other non-bank investors. 


TRADE—Department store sales in the fortnight ended Feb- 
ruary 18 were a trifle larger than a year ago in dollar volume, 
compared with a 4% decline for the year to date. Since retail 
prices now average about 5%, lower than a year ago, this 
points to a gratifying rise in unit sales. Sales by all retail outlets 
in January were 2%, ahead of the like month last year, with 
durable goods up 19% and nondurables off 3°. Automobile 
sales were up 30%; but apparel sales were down 10%. The 
Federal Government financed fully a third of our total exports 
of $51.5 billion during the three post-war years, 1946-8. 


INDUSTRY—Largely due to the growing coal shortage, busi- 
ness activity contracted about 1!/2°% during the fortnight ended 
February 18; but the margin of gain over last year widened a 
little to 21/2%. However, with prospects of heavy demand for 
new construction, automobiles and machine tools, the present 
outlook is for generally favorable business conditions during the 
first half—barring further paralyzing strikes. 


COMMODITIES—Spot and futures indexes advanced a little 
during the fortnight ended February 25; though sugar was 
easier, while nonferrous metal prices held unchanged. The 
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Dow-Jones commodity futures index topped its former 1950 
high by a small margin. 


OD 
UO 


The United Mine Workers Journal remarks, in a recent issue: 
“Steady work in the bituminous coal industry is a myth.” This 
is not news to many coal buyers who for several years have 
been converting to the use of other fuels, or building up large 
stockpiles of Coal to tide them over recurrent shortages. 

. -* * 


Looking ahead, it is generally accepted that even temporary 
relief from the coal shortage will bring a rebound from the 
present mild setback and that business, barring further serious 
labor trouble, will hold at a high level into the third quarter. 
Then a declining trend is anticipated, caused among other 
factors by unmanageable surpluses of farm products, narrow- 
ing of our export gap and declining demand for capital goods. 

+ - @ 





It is none too reassuring for the langer range business out- 
look that New Orders Teshad in December by makers of 
durable goods were 16% smaller than for the corresponding 
month of 1948, compared with a year-to-year dip of only 4%, 
in November. December orders for iron and steel were down 
33°% from a year earlier. For nondurable goods the decline 
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Latest Previous Pre- ° 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month = Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) | Jan. 1.14 1.24 1.17 1.55 (Continued from page 629) 
Gomulative from snid-1940 - crt he 13.8 | was only 6%, but they are not important 
FEDERAL GROSS DEBT—$b Feb. 21 256.5 256.6 252.6 55.2 determinants of the broad business cycle. 
MONEY SUPPLY—$b Backlogs of unfilled orders on the bale of 
Dien Dupe Carden Feb. 15 469 473 46.1 26.1 | durable goods producers at the end of last 
Currency in Circulation Feb. 21 27.0 26.9 27.5 10.7 year were 28%, smaller than a year earlier. 
BANK DEBITS—13-Week Avge. ae on 
New York City—$b __________._| Feb. 15 9.08 914 9.09 4.26 Incomplete reports, however, indicate 
93 Other Centers—$b Feb. 15 12.76 12.81 13.07 7.60 | considerable improvement in January. Ma- 
PERSONAL INCOMES—$b (cd2) | Dec. 213.7 211.6 219.3 ~=—«102_~_—~«&|: ¢hhine Tool Orders, for instance, spurted 
inten and Viens Dec. 1385 1369 1414 66 to the highest total since April, 1946—21%, 
Reinet Annee on hi 434 449 424503 23 above December and 17%, ahead of Janu- 
Interest and Dividends L__ Aibee: 19.1 17.4 16.9 10 ary, 1949. Even foreign orders showed a 
Taser Peunets Dec. 12.7 12.4 10.7 3 2% gain over January of last year. 
(INCOME FROM AGRICULTURE) Dec. 20.1 20.3 25.2 10 ae 
POPULATION—m (e) (cb) Jan. 150.6 150.4 147.9 133.8 Orders for new Freight Cars placed dur- 
Non-Institutional, Age 14 & Over} Jan. 110.2 110.1 109.1 101.8 ing January topped total bookings for all of 
Labor Force Jan. 62.8 63.5 615 © 57.5 | 1949 by 50%, but incomplete returns indi- 
Military Jan. 1.41 1.43 1.47 1.89 | cate that February will make an even better 
Civilian Jan. 61.4 62.0 60.0 55.6 showing. 
Unemployed Jan. 45 3.5 2.7 3.8 * * 
Employed om. wend sa eA “2 New Dwelling Units started in January 
—” nen <n Bag mn bw an were the largest for any like month in history 
- ° ° . . . ° 1 
At Work Jan. 49.1 50.4 48.7 43.2 ini chtaaeasinaa aetna 
Weekly Hours Jan. 40.9 41.3 41.5 42.0 * - ad 
Man-Hours Weekly—b aie wae, (PIT 2.01 2.08 2.02 1.82 Truck Sales, on the other hand, are ex- 
EMPLOYEES, Non-Farm—m (Ib) Dec. 43.6 42.7 453 37.8 por to show a decline this year of 25%, 
Government Dec. 6.1 5.9 6.0 4.8 elow 1949 which, in turn, dropped to 16% 
Factory Dee. 1S 11.3 12.6 11.7. | below the 1948 peak. Compared with a 
Weekly Hours _ Dec. 39.8 39.2 40.1 40.4‘ | year earlier, shipments of Lead during De- 
Hourly Wage (cents) Dec. 141.2 139.1 139.7. ~—-77.3.: | cember were down 47%, while year-end 
Weekly Wage ($) Dec. 56.20 54.53 56.15 31.23 | stocks were up 79%. 
PRICES—Wholesale (1b2) Feb. 21 152.5 152.2 158.5 92.5 * ° 
Retail (cdlb) Dec. | 184.4 185.7 192.5 116.2 The National Income derived from the 
COST OF LIVING (Ib3) Dec. 167.5 1686 171.4 100.2 | nation's ve of goods and services last 
Food Dec. 197.3 2008 207.5 113.1 ear totaled about $221 billion, only 2% 
Clothing Dec. 185.8 186.3 200.4 113.8 bile the all-time peak reached in 1948, 
Rent Dec. 122.2 120.0 119.5 107.8 | and almost three times pre-war 1940. Of 
RETAIL TRADE_$b course inflation, which led to a 69% rise in 
Retail Store Sales (cd) Jan. 952 1285 9.38 +—-4.72_| Prices (according to the Labor Bureau's cost 
Durable Goods | Jan 3.06 338 256 1.07 | Of living index) during the nine-year period, 
Non-Durable Goods _...-- =| Jaan. 6.46 9.47 6.79 3.65 aecounted for a large poe of the increase. 
Dep't Store Sales (mrb) | Jan. 0.59 1.37 0.64 0.42 * = * 
Retail Sales Credit, End Mo. (rb2)__| Dec. 10.17 9.33 8.38 5.46 The Gross National Product, which 
MANUFACTURERS’ measures total sales at market priccs of 
New Orders —$b(cd) Total_____] Dec. 16.3 18.1 18.0 14.6 | goods and services arising from current pro- 
Durable Goods ___. | Dee. 6.4 7.4 7.6 7.1 duction, at $257.4 billion last year showed 
Non-Durable Goods |] Dec. 9.8 10.7 10.4 7.5 | an increase of 155% during the nine-year 
Shipments—$b (cd) —Total Dec. 170 176 19.5 8.3 | period, 1940-49. Allowing for the 69%, rise 
Durable Goods Dec. 6.9 7.0 8.6 4.1 | in prices and a growth of 11.5% in popu- 
Non-Durable Goods __ Dec. 10.1 10.6 = 10.9 4.2 | lation, we find that the per capita gain in 
BUSINESS INVENTORIES, End Mo. physical volume of goods and services pro- 
Total—$b (cd) —— 53.4 55.1 58.2 28.6 | duced expanded only 36%, which agrees 
Manufacturers’ Dec. 31.0 306 302 16.4 | almost exactly with the findings of this pub- 
Wholesalers’ Dec. 9.2 9.2 9.6 41 lication’s index of per capita Business 
Retailers’ Dec. 13.2 15.3 14.4 8.1 Activity. 
Dept. Store Stocks (mrb) —________.] Dec. 2.0 2.4 2.0 1.4 . * 
BUSINESS ACTIVITY —1—pc Feb. 18 163.9 165.0 162.7 141.8 Meanwhile, despite an increase of 600%, 
(M. W. S.)—1—ap Feb. 18 190.7 192.2 186.1 146.5 ‘| in personal taxes since pre-war 1940, Liv- 
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Latest Previous Pre- 
K Wk.or Wkh.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 
= INDUSTRIAL PROD.—1—np (rb) Dec. 178 173 192 174 ing Standards, as measured by per 
Mining Dec. 131 141 156 133 capita personal income after taxes, ad- 
int —— 2g a aaa a 202 180 231 220 justed for the 69%, rise in prices, have risen 
le. on-Durable Goods Mfr... ec. 174 177 173 151 34%,—almost as fast as the per capita in- 
of CARLOADINGS—t—Total Feb. 18 560 569 697 833 crease in production. 
ast Manufactures & Miscellaneous... Feb. 18 326 328 344 379 * A * 
er. Mdse. L. C. L Feb. 18 82 83 95 156 . 
Grain Feb. 18 38 39 38 43 According to the Monthly Survey of Cur- 
rent Business, domestic corporations con- 
ite ELEC. POWER Output (Kw.H.)m Feb. 18 5,931 5,971 5,650 3,267 tributed only $14.2 billion to Capital For- 
a SOFT COAL, Prod. (st) m Feb. 18 24 26 109 108 | mation last a drop of 53%, from the 
¥ Cumulative from Jan. I... | Feb. 18 39.4 37.0 79.1 446 1947 peak of $30 billion. Last year, 98% 
/o Stocks, End Mo Dec. 45.1 45.8 69.4 61.8 | of new capital thus required was drawn 
W- PETROLEUM (bbls. from retained earnings and depreciation 
a _— -j)m . o/ : 
Crude Output, Daily. Feb. 18 5.0 5.0 5.4 4.1 = age ee with = ys Jo in yr 
Gasoline Stocks Feb. 18 132 139 123 86 e remainder was secured from outside 
Fuel Oil Stocks| Feb. 18 5 | 53 60 94 sources through loans and new issues of 
Heating Oil Stocks... | Feb. 18 58 6 55 55 securities. 
~ * * * 
° LUMBER, Prod. (bd. ft.) m Feb. 18 561 498 463 632 . : 
di- Stocks, End Mo. (bd. ft.) b......__ | Dee. 7.3 7.3 7.4 12.6 The I. C. C. finds that opera a rane 
her of Class | Railroads rose 100% during 
STEEL INGOT PROD. (st.) m Jan. 7.90 7.72 8.18 6.96 | the nine-year period, 1940-49; but that 
Cumulative from Jan. |__| Jan. 7.9 77.9 8.2 74.7 operating expenses increased 123%, (in- 
: 2p ae 
ary ENGINEERING CONSTRUCTION cluding an advance of 126% in wages}, 
: AWARDS—$m (en) Feb. 24 264 120 6 94 while taxes rose 27°%,. In consequence, there 
id Cumulative from Jan. | __| Feb. 24 1,602 1,338 1,128 5,692 was only a nominal rise of less than 1% in 
operating net after taxes. In other words, 
MISCELLANEOUS the substantial increases in freight rates and 
Paperboard, New Orders (st)t.....| Feb. 18 180 202 152 165 assenaer fares in the past nine years 
= U. S. Newsprint Consumption (st)t..... Jan. 448 484 432 352 P hich ~ oil met loud complaints and beh 
yA Do., Stocks (mpt), End Month... Jan. 620 620 541 523 . psy P : 
yA Natural Rubber Consumption (It)t...| Dec. 52.7 52.1 46.0 54.3 are serving to ivert DUSINGSS to competi- 
la Do., Synthetic Bec. 31.4 31.6 35.4 0.5 | tors, are going almost in toto into the pock- 
e- Pneumatic Casings Production—m....} Dec. 6.3 6.0 5.7 4.0 ets of employees and suppliers. 
nd a 
b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before 
taxes. cdib—Commerce Dept. (1935-9—100), using Labor Bureau and other Data. e—Estimated. en—Engineering News-Record. |—Seasonally 
adjusted Index (1935-39—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long Tons. m— 
Millions. mpt—At Mills, Publishers, and in Transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np.—Without Compen- 
the sation for Population growth. pc—Per Capita Basis. rh—Federal Reserve Board. rb2—Federal Reserve Board, Instalment and Charge Accounts. 
last st—Short Tons. t—Thousands. *—1941; November, or Week ended December 6. 
° 
fe THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 
Of No. of 1949-50 Indexes———___—- (Nov. 14, 1936 Cl—100) High Low Feb. 18 Feb. 25 
le Issues (1925 Close—100) High Low Feb. 18 Feb. 25 100 HIGH PRICED STOCKS... 88.85 70.88 88.43 88.35 
“ : 325 COMBINED AVERAGE _____ 142.7 108.0 142.7A 142.3 100 LOW PRICED STOCKS... 170.03 119.71 =170.03A 168.98 
-OS 
od, 4 Agricultural Implements _... 207.5 162.1 200.2 195.8 5 Investment Trusts 0 S75. 1 53.9 74.4 74.7 
“ 10 Aircraft (1927 Cl.—100)..... 199.3 138.2 193.7 199.3C 3 Liquor (1927 Cl—100)...._ 841.8 602.9 834.5 811.8 
ae 6 Air Lines (1934 Cl—100).. 517.1 366.1 = 515.4 = 517.1B 11 Machinery 53.5 SF ©=—«152.2 153.5 
7 Amusement 2 104.4 75.7 98.5 96.4 2 Mow Crass EES 87.1 108.6 107.2 
7 10 Automobile Accessories 208.1 145.2 206.8 208.1A 3 Meat Packing ._...___.._.._ 92.9 63.3 92.4 91.0 
lich 12 Automobiles 31.5 21.3 31.5A 30.7 12 Metals, Miscellaneous 158.1 122.0 146.1 146.0 
of 3 Baking (1926 Cl—100)...... 23.3 18.1 22.6 22.9 4 Paper 41.1 2a 40.8 40.5 
i 3 Business Machines 268.1 209.0 263.0 268.1A 30 Feholeenm 2G 207.1 243.5 241.8 
nrO- 2 Bus Lines (1926 Cl.—100)... 174.6 118.3 165.5 165.5 27 Public Utilities _ 148.5 102.4 146.8 148.5C 
ved BS Gnemicgis: gk 273.7 ZZ 263.7 258.6 5 Radio (1927 Cl—i00)..... 26.9 13.6 25.6 25.3 
ear 3 Coal Mining = 2 11.2 14.3 13.4 9 Railroad Equipment ........ 50.7 36.5 50.7A 48.3 
rise 4 Communication . ce 48.4 31.8 48.0 47.3 74 Waikeads 2S 17.5 24.8A 24.0 
PD Gontcneny ans 63.6 47.4 62.7 62.4 3 Realty 33.0 21.4 31.5 33.0C 
il 7 Containers 326.3 240.7 322.9 320.7 3 Shipbuilding 52.7 © 120.0 = 150.2 * 152.7C 
non 9 Conver & Brats. . 95.8 67.4 86.0 86.3 3 Soft Drinks .. 386.6 298.2 386.6A 385.5 
>ro- 2 Dalry (brogucts: 74.5 53.3 74.5 74.5 1S Steel & Iron — 106.2 77.0 102.5 103.3 
ees 5 Department Stores 61.2 49.2 59.4 59.7 3 Sugar 53.6 39.8 50.6 51.3 
b 6 Drugs & Toilet Articles... =» 202.2 141.6 199.1 202.2B 2 Sulphur 342.5 233.8 342.5T 339.9 
ud- 2 Finance Companies . 345.7 246.1 341.2 345.7N 5 Textiles 139.9 100.9 128.2 128.9 
ess 7 Food Brands _ acces OREN 146.0 177.9 177.0 3 Tires & Rubber. 385 26.6 36.5B 36.2 
2 Food stomé@:< eNOS 58.5 101.9 103.1R 6 Tobacco 87.3 67.1 85.3 85.5 
SRumisnings <2) 2 54.7 76.1 74.3 2 Variety Stores _.______._. 350.2 308.3 346.8 348.8 
0°/ 4 Gold Mining _-_s«7985: I 566.3 719.4 701.7 19 Unclassified (1948 Cl—1!00) 123.0 93.2 123.0A 122.8 
a, New HIGH since: A—1948; B—1947; C—1946; N—1937; R—1930; T—1928. 
EET MARCH 11, 1950 629 











Trend of Commodities 





: Commodity price indexes, spot and futures, advanced an- 
1 other notch during the fortnight ended February 25. Cotton 
| was helped by expectations that the parity price was about to 

be advanced for the third consecutive month. (The new parity 
formula takes wage changes into consideration, which tends to 
narrow the political gap between labor and farmer objectives.) 
Sugar has been among the few exceptions to rising commodity 
| prices in the past few weeks, but consumers are naturally 

pleased to hear that estimates of the 1950 Cuban crop have 
been upped about 4%. Close on the heels of the “blue potato” 
scandal comes news that, while our provident Government 
holds 82 million pounds of surplus dried eggs, our imports of 
Chinese dried eggs jumped 2 million pounds last year from 
the 1948 total of merely 235,000 a It is also announced 


that the R. F. C. has lost $18 million on its tin inventories 
through the 30% drop in price since devaluation of European 
currencies last September. Despite billions spent for price sup- 
port, agricultural income per person on farms last year aver- 
aged only $763, compared with $905 in 1948. Per capita in- 
come for non-farm residents last year averaged $1,555, 
against $1,572 in 1948. Farm assets were $4.1 billion, or 3.2%, 
lower last year than at the end of 1948, while debts rose $776 
million, or 79%. Real estate values were $4 billion, or 6%, 
lower; but the value of machinery and motor vehicles owned 
by farmers increased $2,276 million, or 20%. Efficiency in pro- 
duction of crops has made great forward strides during the past 
decade through fast-spreading use of machinery, fertilizers and 
better seeds. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. | Mo.3.Mo. 6Mo. 1 Yr. Dec.6 
Feb.27 Ago Ago Ago Ago Ago 1941 


28 Basic Commodities _._ 247.9 247.8 259.2 250.8 247.6 272.9 156.9 
11 Imported Commodities. 250.5 252.1 257.7 261.9 247.3 253.1 157.3 


Date 2Wk. | Mo.3 Mo. Mo. 1 Yr. Dec.6 
Feb.27 Ago Ago Ago Ago Ago 194! 


7 Domestic Agriculture _ 304.6 305.3 303.2 296.8 297.8 298.2 163.9 
12 Foodstuffs 302.1 309.0 311.3 304.4 297.9 292.6 169.2 





























17 Domestic Commodities. 246.3 244.5 243.9 243.9 247.8 286.5 156.6 16 Raw Industrials 220.9 221.0 222.0 228.6 223.1 266.2 148.2 

RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 





High ___. 136.7 161.5 164.0 95.8 85.7 783 65.8 93.8 
Low 134.2 134.9 1264 93.6 743 61.6 57.5 64.7 
630 






































Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 


J eee 135.15 139.28 175.65 106.41 84.60 64.67 54.95 82.44 
131.21 122.45 117.14 93.90 55.45 46.69 45.03 52.03 
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¢ and Company News ° 





countries is tending to expand in order to overcome 
currency problems and trade restrictions has been 
shown by recent action of Link-Belt Company. New- 
est of this concern’s subsidiaries is Link-Belt Africa 
Limited, incorporated in Johannesburg last January. 
It seems that Link-Belt’s sales representatives have 
built up a much larger demand for the company’s 
products than South African import regulations will 
allow to be shipped in. Henceforth, accordingly, many 
L-B products, including crawler cranes and shovels, 
will be manufactured and assembled on the spot. 
* OR Ee * 

After fourteen years of research in the use of syn- 
thetic fibers, Bigelow-Sanford Carpet Company has 
finally developed a floor covering made with these ma- 
terials that seems likely to meet with satisfactory con- 
sumer acceptance. In war years, carpets made of half 
wool and half rayon staple were produced and readily 
sold, but use of. unsuitable synthetic yarns by other 
competitors created general sales resistance to the 
combination, causing this company to revert to all 
wool. Now the high price of carpet wool has led to 
development of a synthetic fiber that promises to pro- 
vide an economical and very desirable substitute. 

* * * 


In contrast to the common practice by large con- 
cerns of absorbing former subsidiaries, the proposed 
merger of North American Company into the struc- 
ture of its operating subsidiary, Union Electric Com- 
pany of Missouri, will be a novel procedure. In point 
of relative size, however, Union Electric with $340 
million assets should find little difficulty in swallow- 
ing its parent, whose assets have gradually shrunk 
to around $20 million after years of enforced distri- 
bution of numerous holdings. 

* * * 

Warmth without weight in clothing and bed cover- 
ings is the latest postwar miracle to reach the pro- 
duction stage. Deering, Milliken & Company, one of 


the largest textile firms, expects to market revolution- 
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ary fabrics this Fall that may do away with the need 
of heavy garments or blankets and still provide ample 
protection against cold. After treatment by a patented 
process, a rayon satin lining, for example, will be 
12% warmer than a combination of the same un- 
treated material with an 11-ounce wool lining, it is 
claimed, while a treated nylon seersucker blanket 
will provide more warmth than a 314 pound one made 
of wool. Furthermore, the new process can be applied 
to nylon, cotton, rayon and even wool, with remark- 
ably good results. 
ok * * 

Further progress toward dieselization of the Sea- 
bord Air Line Railroad was made in 1949, Legh R. 
Powell, Jr., president of the line, has reported to 
stockholders. 37 new Diesel locomotives were placed 
in service last year, raising total units with Diesel 


-power to 207. At the beginning of 195Q, about 75% 


of the road’s freight ton miles, 80% of passenger 
train miles and almost 46% of yard switching serv- 
ice were handled by Diesel power. 

a * & 

The Atcheson, Topeka & Santa Fe Railway is not 
only increasing its crack fleet of streamlined trains 
between Chicago and California, but to the great 
pleasure of old travellers to the West Coast will re- 
vive the custom of off-train dining made famous by 
the Harvey System and its inimitable girls. The road 
confidently assumes that the revival of these dining 
arrangements will be enthusiastically approved by 
passengers on the California Limited. 

* * * 

Another record year seems in progress for Philco 
Corporation, according to James H. Carmine, execu- 
tive vice president. The company has set a sales goal 
of $250 million and based on present indications, vol- 
ume may substantially exceed this total, it is be 
lieved. Inventories of all Philco products are practi- 
cally non-existent, while orders placed by distributors 
for such items as television and radio sets, refrigera- 
tors and electric ranges have risen sharply. 
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Total postwar outlays by American Telephone & 
Telegraph Company, to improve and extend the plant, 
aggregated $4.52 billion by the end of 1949, of which 
more than one billion was spent last year. The Bell 
System added two million more telephones in 1949 
alone, besides raising the over-all quality of tele- 
phone service to a new high level. The vast amount 
of business handled is shown by an average of 132 
million calls per day, including local, toll and long 
distant messages. 

tJ * * 

Gulf Oil Corporation has announced the election of 
John F. Walton, Jr., as a member of its board of di- 
rectors. Mr. Walton entered the employ of the com- 
pany in 1940 and rose to an important position in the 
sales management department, from which he re- 
cently resigned. His experience and knowledge of the 
business will enable him to contribute importantly as 
a member of the board. 

* * * 

A new paint containing 3.3% DDT has been devel- 
oped by Devoe & Raynolds, the nation’s oldest manu- 
facturer in the field. The company believes that the 
new paint will prove more lasting in its effects than 
spraying and dusting methods now employed. Labor- 
atory tests have shown the lethal qualities of the 


. hew product endure for five years after application to 


a surface. 
* * 


Union Carbide & Carbon Corporation’s National 
Carbon division is easily holding its position as the 
largest dry-cell and dry-battery producer in the 
United States. The total amount of energy from one 
year’s production of these batteries is enough to take 
care of the entire electrical requirements of a city 
with 15,000 population for a whole year. 

* ok oa 


The vast amount of statistical data now compiled 


by the various Government departments has opened 


a large market for the leading producers of auto- 
matic office equipment. The Social Security Board 
alone now has records covering about 93 million 


former and present wage earners, and to keep 


abreast of its huge undertakings is said to employ 
rental machines that swell the annual revenues of 
International Business Machines by about one mil- 
lion dollars a year. : 
* * * 

Remington Rand Inc., incidentally, has made new 
strides in meeting competition in the business equip- 
ment industry. The acquisition of the Eckert-Mauchly 
Computer Corporation, recently announced, should 
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prove advantageous to Remington Rand, as the com- 
pany purchased was the originator of the ‘““Mechani- 
cal Brains,” the electronic computing machines that 
not only perform mathematical miracles but also 
have memories. The latest Eckert-Mauchly model is 
a compact unit in contrast to some other similar de- 


vices that weigh as much as 30 tons. 


* * * 


A program of long term financing for working cap- 


‘ital purposes is being considered by American Can 


Company. The company in postwar has financed its 
large scale expansion and modernization program 
without recourse to borrowing, largely by retaining 
the greater portion of earnings. In this process, how- 
ever, working capital has slightly declined since 
1941, and improvement outlays in the current year 
may extend the trend, somewhat depending on the 
outlook and tax legislation. 
* + * 

Du Mont Laboratories’ new television tube plant at 
Clifton, New Jersey, is expected to increaSe the an- 
nual production of TV sets by one million. Half of the 
output will be utilized by Du Mont and the balance 
sold to other set manufacturers. This company, a 
pioneer in television, has never been lured into other 
fields, and now seems about to capitalize on its poli- 
cies of concentration. 

* * ° 

The trend in shoe construction is away from 
leather and towards rubber soles, reports Endicott 
Johnson Corporation. Ten years ago, about 75% of 
all shoes made in the United States had leather soles, 
but the percentage recently has declined to around 
55%. In recognition of the downtrend, this company 
purchased from the Government a rubber factory in 
1946 that now supplies all its need for rubber soles 


and heels. 
* * * 


National Distillers Corporation expects to have in 
operation by July its new $10 million plant. at Ashta- 
bula, Ohio, for production of Metallic sodium and 
chlorine. Output of the new facility will substantially 
broaden the company’s activities in the chemical in- 
dustry, lending further diversification to over-all 
production. 

* * * 

Westinghouse Electric Corp. registered with the 
SEC 500,000 shares of common stock to be offered to 
employees. The plan covers purchase by company em- 
ployees of the stock below market prices through a 
continuous pay-roll deduction program. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Speculative Low Priced Stocks 
on Margin 


1 have no desire to criticize my 
broker who furnishes me with all sorts 
of information and really keeps me 
well informed. However, he now wishes 
me to sell my holdings of Loew’s and 
Douglas Aircraft and purchase either 
Sparks-Withington or Avco Manufac- 
turing Corp. on margin. 

My problem is this: What do you 
think of my two stocks in general? Do 
you think I should follow my broker’s 
advice? I have no desire to become an 
in and out trader — speculator and if 
possible would rather own good divi- 
dend paying stocks with a chance to go 
up if conditions warrant, without de- 
pending on day-to-day or week-to-week 
fluctuations. My broker is probably sin- 
cere when he tells me that with my 
account on margin I would have much 
more purchasing power but my wife 
hates the thought of it and I am sure 
it will only make her very nervous and 
fearful and keep her on edge all the 
time. 

In addition to the stocks we own a 
substantial amount of Government 
bonds. It has been and is not only a 
pleasure, but a real education to use 
your magazine. I would not be with- 
out it. Please advise me on my stocks 
and also what you think of my broker’s 
advice. T. D., Chicago, Illinois 


We recommend retention of 
Douglas Aircraft and Loew’s on 
the basis of recent earnings, pros- 
pects and dividend yields. 

Sparks-Withington Co. earned 
only a fraction of a cent per share 
in the fiscal year ended June 30, 
1949, compared with 66c in the 
preceding year. Net profit for the 
first half of the current fiscal 
year to December 31 amounted to 
19c per share. Last dividend pay- 
ment was 10c a share on Decem- 
ber 15, 1948. Earnings of Avco 
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Manufacturing Co. for the fiscal 
year ended November 30, 1949 
also showed a substantial decline 
from the preceding year. These 
two stocks are highly speculative 
but because part of their business 
is in the television field and stocks 
in the latter category have en- 
joyed a very substantial market 
advance in recent months, these 
two stocks joined the joy-ride and 
Sparks-Withington rose from a 
low of 3144 in 1949 to a recent 
high this year of 1014. 

Avco Manufacturing Company’s 
low in the past year was 4% and 
the recent high was 7%. 

Purchasing highly speculative 
stocks, particularly after they 
have enjoyed a substantial ad- 
vance is hazardous, and buying on 
margin increases the hazard. 

Over the long term, an investor 
will fare best when he confines 
his purchases to sound, seasoned, 
good dividend paying stocks with 
favorable long term prospects and 
steers away from highly specula- 
tive issues and margin trading. 


Inland Steel Company 


I am wondering how the steel strike 
last year affected operations of Inland 
Steel Company, therefore, would be in- 
terested in receiving recent earnings 
data, dividends and prospects over com- 
ing months. A. C., Bristol, Pa. 

Net sales of Inland Steel Com- 
pany in 1949 amounted to $345,- 
861,962, a decrease of 11.93% 
from the $392,708,370 net sales in 
1948. 

Demand for company’s prod- 
ucts is strong and operations in 






the first quarter of 1950 would be 
at capacity if it wasn’t for short- 
ages of coal due to the coal strike. 
The outlook for the second quar- 
ter appears satisfactory. 

The 1949 consolidated net in- 
come amounted to $25,013,707, or 
7.23% of net sales, as compared 
to $38,606,899 consolidated net 
income in 1948, which represented 
9.83% of net sales. 1949 net in- 
come was equivalent to $5.11 per 
share on 4,899,315 shares of capi- 
tal stock outstanding December 
31, 1949, as compared to $7.88 
per share in 1948. 

Capital expenditures for 1949 
amounted to approximately $25 
million, as compared to $32,022,- 
877 in 1948. 

A decline in ingot production 
from 103.9% of rated capacity in 
1948 to 88.8% of capacity in 1949 
was entirely attributed to the 
steel strike from October 1 to 
November 12. 

Dividends including extras to- 
taled $3.00 per share in 1949 and 
50c was paid on March 1, 1950. 


Lion Oil Company 

I understand that earnings of oil 
companies declined the past year and 
therefore am interested in knowing how 
Lion Oil Company fared. Please also 
advise on new wells completed recently 
and also outlook for company’s refinery 
output in 1950. 

G. L., Cincinnati, Ohio 

Net income of Lion Oil Com- 
pany for fiscal year ended De- 
cember 31, 1949 is estimated at 
slightly in excess of $3.70 a share. 
This would compare with 1948 
earnings of $11,722,432, equal to 
$5.01 a share on the 2,349,813 
shares now outstanding following 
a 2-for-1 split last April. 

The lower earnings last year 
were attributed to a decrease of 
10% from 1948 in the average 
weighted refined product price, 
plus a general increase in oper- 
ating costs and a disruption of 
normal chemical plant operations 
for almost a month due to the 
strike on the Missouri Pacific 


Railroad, which serves the plant. 
Profits from the chemical divi- 
sion last year were substantially 
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higher than in 1948, and ac- 
counted for between 40% and 
50% of the company’s net for the 
year. 

Despite the crude oil produc- 
tion curtailment last year, the 
company’s net daily output in 
December amounted to 16,800 
barrels, compared with 14,820 at 
the beginning of the year. This 
increase resulted from new well 
completions. Lion last year com- 
pleted 75 net wells, of which 64.6 
were oil producers. 1.1 produced 
natural gas and 9.3 wells were 
abandoned as dry holes. Net com- 
pletions in 1948 totaled 79.6, of 
which 57.4 were oil wells. 

The company contemplates drill- 
ing approximately 112 develop- 
ment wells in 1950 and about 17 
wildcat ventures. Lion during 
1949 completed 52 wells on its 
5,600 acre block of leases in the 
Diamond M fields of Scurry 
County, West Texas. The com- 
pany now has 16 drilling rigs run- 
ning in the field and it is antici- 
pated development of the area 
will be completed by next July. 

It is contemplated that Lion’s 
refinery runs in 1950 will be about 
7,500,000 barrels as against 6,- 
943,960 barrels in 1949 and un- 
less company suffers additional 
cuts in allowables, gross produc- 
tion of crude oil in 1950 should 
be slightly above refinery runs. 

Underground crude oil reserves 
of Lion Oil Company last year 
much more than doubled. Because 
of this, plus a substantial increase 
in natural gas reserves and ex- 
pansion and modernization of 
manufacturing and marketing fa- 
cilities, operations for 1949 must 
be considered satisfactory. 

Dividends in 1949 were $1.121%4 
per share on the new stock and 
75¢e was paid on the old stock 
before the 2-for-1 split last April. 


International Shoe Company 

I have been a subscriber to your 
magazine for many years but have 
rarely taken advantage of your Per- 
sonal Consultation Service. I would ap- 
preciate receiving pertinent data on 
International Shoe Company. 

E. G., Kansas City, Mo. 

International Shoe Company 
earned a net profit of $7,682,359 
for the fiscal year ended Novem- 
ber 30, 1949 and this was equiva- 
lent to $2.26 per common share, 
compared with net income of 
$13,820,197 or $4.06 per common 
share for 1948. 

Total value of products manu- 
factured by the company was 
$263,027,321 in 1949 and $309,- 
674,450 in the previous year. Of 
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the total 1949 product value, 
$190,003,486 represents shoes 
manufactured (sales) and the re- 
maining $73,023,835 is the value 
of other products — including 
leather and rubber heels and 
soles, produced by International 
exclusively for its own use in 
manufacturing shoes. Dollar value 
of shoes shipped to customers was 
13.5% less than that of the peak 
year of 1948 when the figure was 
$219,804,880. 

Net profit for 1949 represents 
4% of sales, as compared with 
6.3% in 1948. It represents 2.9% 
of total products value as com- 
pared to 4.5% the preceding year. 

Dividends in 1949 amounted to 
$3.00 per common share and the 
same amount was paid in 1948. 
Quarterly dividend due April 1 
was reduced from 75c to 60c per 
share. 

As of November 30, 1949, cur- 
rent assets were $82,303,795 as 
compared to $90,712,723 in 1948, 
a decrease of $8,408,928. Current 
liabilities were $17,292,783 in 
1949 compared with $25,317,651 
in 1948, a decrease of $8,024,868. 

Ratio of current assets to lia- 
bilities was 4.8 on November 30, 
1949 and 3.6 the year earlier. 

The decline in 1949 results was 
attributed to lower prices for 
shoes which squeezed profit mar- 
gins but prices have advanced re- 
cently somewhat because the price 
of hides and skins firmed up. 

International’s 1949 shoe pro- 
duction totaled 47,904,252 pairs 
and this represents more than 
10% of all shoes produced in the 
United States. 


Lehigh Coal & Navigation Co. 

As the coal stoppages must have af- 
fected operations of Lehigh Coal & 
Navigation Company, please advise on 
recent earnings, ete. 

P. T., Columbus, Ohio 

Consolidated net income of the 
Lehigh Coal & Navigation Com- 
pany and its subsidiaries for the 
current year of 1949 was $2,263,- 
208, equivalent to $1.17 for each 
of the 1,929,127 shares outstand- 
ing on December 31, 1949. These 
figures are subject to year-end au- 
dit. The 1949 net income com- 
pares with $3,495,932, or $1.81 
per share earned in 1948. 

Considering the adverse circum- 
stances under which the anthra- 
cite industry operated in 1949, 
the results appear reasonably sat- 
isfactory. The company’s coal 
marketing territory had _ the 
warmest Winter in the history of 
the weather bureau. Last year’s 
heating season broke all records 
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for warm weather and, up to the 
latter part of February, the 
weather this Winter has been 
even warmer than last year. Sales 
of anthracite for the entire indus- 
try in 1949 were 25.5% less than 
in 1948. Sales of Lehigh Naviga- 
tion Coal Company, Inc. the com- 
pany’s coal operating subsidiary, 
were off 22.4%. Colder weather 
for the balance of the season 
should be a helpful factor in the 
company’s operations. 

Although the coal shipments 
originated on the Lehigh & New 
England Railroad Company, the 
company’s railroad subsidiary, 
were down by 836,338 tons as 
compared with 1948, operating 
economies resulting from the 
dieselization of the company’s 
operations reduced costs so that 
the net income of the company 
was $1,633,233 as compared with 
$1,890,494 in 1948. The company 
is now operating completely on 
diesel power. 

In December, 1949, the Lehigh 
Coal & Navigation Company bor- 
rowed $6 million, due December 
1, 1959, from a group of life in- 
surance companies for the pur- 
pose of retiring its short term 
bank loans, increasing its work- 
ing capital and providing funds 
for capital improvement and ad- 
ditional stripping operations. 

Dividends in 1949 amounted to 
50c a share against $1.00 paid 
in 1948. 


Dayton Rubber Company 

Please advise on recent operations 
of Dayton Rubber Company and pros- 

pects for dividends this year. 
B. E., Baltimore, Md. 
During the fiscal year ended 
October 31, 1949, Dayton Rubber 
Company, listed on the New York 
Stock Exchange, had net sales of 
$23,528,342, compared with the 
previous year’s net sales of $27,- 
327,674. Operations showed a net 
loss of $83,106 compared with a 
profit of $743,870, for the previ- 
ous year. This was attributed 
primarily to unsettled conditions 
in the tire replacement field and 
even substantial cost reductions, 
in effect for sometime could not 
fully offset the adversities. Late 
in 1949, the tire picture improved 
as reflected by increased volume 
and a 314% price rise in October 
and another 314% in November. 
Quarterly dividends of 50c¢ per 
share were paid on the class A 
stock and 30c per share on the 
common stock during the first two 
quarters and the common stock 


(Please turn to page 643) 
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How Dependable Are Recent 
Dividend Increases? 





(Continued from page 603) 


came to $16.02 a share or just a 
shade below 1948 record net of 
$16.35. Regular quarterly divi- 
dends last year were supplemented 
by a special of 50¢ at the year-end, 
making total 1949 disbursements 
$5.50 a share. In view of the excel- 
lent earnings outlook for the steel 
industry this year, the implied $6 
annual payment should be widely 
covered and leave ample room for 
extras, should the management 
deem it wise in view of possible 
capital requirements. The $6 rate 
would raise the yield at current 
price to 5.8% from 5.38% if based 
on last year’s disbursements. 
Chances are that the stock at cur- 
rent price promises a return of 
better than 6%, even if the com- 
pany should do no better in the 
way of a year-end extra than last 
year. 


General Motors 


General Motors has no regular 
rate. Apart from its juicy year-end 
payment of $4.25 a share, it de- 
clared three interim dividends of 
$1.25 each last year. This year it 
led off with an interim of $1.50; 
assuming this rate will hold, it will 
mean $6 a year, and odds strongly 
support such an expectation. The 
company’s 1949 report has not yet 
been released, but net profits for 
the year are estimated around 
$13.50 per share, way up from 
$9.72 reported for 1948. Hence last 
year’s liberal year-end dividend. 


1949 profits are likely to stand 
at a peak for quite some time ; 1950 
will be good but probably not that 
good and competition is waxing 
keener all the time, pressing 
against profit margins. Apart 
from that, GM may have on its 
hand a bitter contract fight in 
April with the United Auto Work- 
ers, with production interruptions 
not impossible. Still a minimum of 
$6 in dividends should be amply 
covered by earnings; what is in 
doubt is whether there will be an- 
other extra by the end of the year. 
Foreseeable prospects argue 
against it. Should this prove cor- 
rect, the stock at current price 
would yield no more than 7.9% 
compared with 10.2% on basis of 
1949 disbursements. The very high 
latter yield right along has been 
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an indication of doubt that 1949 
disbursements will be repeated. At 
close to 8%, the stock still affords 
attractive return, perhaps even 
allows for a further “settling’’ of 
the dividend basis. 


Referring back to DuPont, a $6 
GM dividend would come to about 
$1.26 per DuPont share. Assum- 
ing no downtrend in DuPont’s 
manufacturing operations, this 
would bring per share net to about 
$4.10, a purely hypothetical as- 
sumption of course. In such an 
event, which one may call maxi- 
mum potentials, a $3 annual Du 
Pont dividend might be a reason- 
able expectation. 


U. S. Rubber 


U. S. Rubber last month de- 
clared an interim dividend of 75¢. 
Last year, it made two payments 
of $1 each, and subsequently two 
of 50¢ each, for a total of $3 a 
share. The latest rise might justly 
be viewed as a step to equalize pay- 
ments more nearly over the year. 
Last year’s net profits were $5.62 
a share compared with $8.48 in 
1948. An indicated $3 dividend 
would seem reasonable, though not 
over-generous, in view of earnings 
prospects which may show moder- 
ate improvement this year due to 
higher tire prices. Barring emer- 
gence of other factors, not much 
change in total payments are indi- 
cated here. Even so, the close to 
7% yield is not to be sneezed at. 


General Electric 


General Electric has no desig- 
nated quarterly rate but last year 
paid four interims of 50¢ each for 
a total of $2 a share. This year the 
interim payment was upped to 60¢, 
pointing to annual dividends of 
$2.40 with a yield, on that basis of 
5.1%. 


On basis of current indications, 
there is every prospect that the 
new rate can be held. GE expects 
to bill as heavy a shipment of 
goods in the first quarter as in the 
corresponding period last year, 
and that period was quite good 
with billings totalling $389 mil- 
lion. Backlogs assure heavy goods 
capacity and bookings for lighter 
goods in the appliance field are 
running well, with operations in 
these lines almost at capacity. That 
of course may change somewhat in 
the course of the year; but of tele- 
vision sets alone, the company is 


turning out 10,000 units a week, 
about four times the level of a year 
ago, and the rate is still to be in- 
creased, according to the manage- 
ment. The latter’s decision, in view 
of all this, in raising the dividend 
appears more than amply justified. 
The stock, incidentally, is also one 
of the foremost atomic energy 
stocks, whatever that may mean at 
this stage; the company has its 
own atomic furnace and labora- 
tory and should fully participate 
in future development of atomic 
energy on a commercial basis. 


International Paper Co. 


Adjusted for the two-for-one 
split, International Paper last year 
paid four quarterly dividends of 
50¢ each and a year-end special of 
50¢, making a total of $2.50 per 
share. Last month, the quarterly 
rate was raised to 6214¢ which as- 
sures a minimum of $2.50 for the 
current year, an amount that 
would be quite conservative in re- 
lation to estimated 1949 earnings 
of $6 a share or somewhat better, 
and prospective 1950 earnings 
which should show no marked 
drop. However, an idea of more 
“normal” earning power still has 
to be obtained, that is earning 
power under more competitive 
conditions and increased pressure 
against the price structure for the 
company’s products. In view of 
this, it appears likely that the com- 
pany will persue a conservative 
dividend policy, though the pros- 
pect of a year-end extra is by no 
means excluded. Even on a $2.50 
dividend basis, the stock at cur- 
rent price yields about 7%, rather 
in line with current market con- 
ditions. 


Facilitates Appraisal of 
Market Values 


The foregoing discussions re- 
veal in most cases a well-marked 
tendency to adjust dividend pay- 
ments more nearly to earnings 
prospects now that peace-time 
earning power, shorn of its ex- 
treme postwar boom aspects, can 
be better appraised. This step is to 
be welcomed, for not only does it 
help clarify dividend potentials 
but in turn it also facilitates ap- 
praisal of market values. Read- 
justment of the latter, as we know, 
has been going on constantly in 
recent months in the light of po- 
tentials thus revealed. 
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UNION CARBIDE AND CARBON CORPORATION AND SUBSIDIARIES 


OPERATING IN UNITED STATES AND CANADA 


Ce 


CONSOLIDATED BALANCE SHEET 


December 31, 1949 


ASSETS 
CURRENT ASSETS 

RE eh OAL ck AON ties al ed et Ss gE eee 
United States Government Securities (Cost or Market, whichever lower) 
Other Marketable Securities (Cost or Market, whichever lower)............ 
RECEIVABLES (After Reserve for Doubtful) 

Trade Notes and Accounts... 

Other Notes and Accounts......... 


INVENTORIES (Cost or Market, whichever lower) 
Raw Materials and Supplies ..... 
Work in Process 
Finished Goods a 

TOTAL CURRENT ASSETS... 


Fixep ASSsETs (Cost or less) 
Land, Buildings, Machinery, and Equipment 
Deduct — Reserves for Depreciation and Amortization 


INVESTMENTS (Cost or less) 
Affiliated Companies 
Foreign Subsidiaries 


DEFERRED CHARGES 
Prepaid Insurance, Taxes, ete. 


PostwaR REFUND OF Excess Prorits TAX (Canadian Subsidiaries) 


PATENTS, TRADE-MARKS, AND GOODWILL 


LIABILITIES 
CURRENT LIABILITIES 
Accounts Payable 
Dividend Payable January, 1950 
ACCRUED LIABILITIES 
Income and Other Taxes 
Interest 
Other Accrued Liabilities 
TOTAL CURRENT LIABILITIES 


2.70% Promissory NOTES PAYABLE DECEMBER 1. 1967 (See Note 2) 
RESERVE FOR CONTINGENCIES 


CAPITAL STOCK OF UNION CARBIDE AND CARBON CORPORATION 


No Par Value—Not Including 410,917 shares held by the Corporation (See Note 3) 


27,941,144 shares 


865,200 shares held by the Corporation as collateral under the Stock Purchase Plan 


for Employees (See Note 3) 
28,806,344 shares .... 


Less present amount of Agreements 


EARNED SURPLUS 


$ 55,540,115 
10,227,657 


$ 45,176,706 
33,147,285 
48,691,369 


$699,412,090 
325,726,876 


$ 6,369,557 


$ 62.017.638 
337.500 


7,83 7.773 


$196.697.675 


30,623,273 
227,320,948 

30,349.83: 7 
196,971,111 
279,156.385 





$106,286,151 
35,243,082 
1,312,949 


65,767,772 


__ 127,015,360 


$335,625,314 


373,685,214 


30,267,227 


4,460,132 
275,776 
] 


$744,313,664 


$ 27,049,042 
14,403,172 


70,192,911 
$111,645,125 


150,000,000 


6,541,043 


176,127,496 
$744,313,664 
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CONSOLIDATED INCOME AND SURPLUS STATEMENTS 
Year Ended December 31, 1949 


INCOME 


STATEMENT 


INCOME 

Gross Sales—Less Discounts, Returns, and Allowances $585,781,441 

Other Income (Net) 9,424,297 $595,206,738 
DEDUCTIONS 

Cost of Goods Sold, Selling, General, and Administrative Expenses $417,802,512 

Depreciation and Depletion 27,498,815 

Interest on 2.70% Promissory Notes 4.050.000 

Income Taxes ___ 53,644,219 502,995,546 
Net INCOME FOR THE YEAR $ 92,210,192 

Net Income Per Share—On 28,806.344 shares outstanding December 31. 1949 $3.20 Se 

SURPLUS STATEMENT 

EARNED SURPLUS AT JANUARY 1, 1949........ $246.503,969 
ADDITIONS 

Net Income for the Year an $ 92,210.192 

Increase in Market Value of Masketabile Securities at December 31, 1949 78,888 

Reduction of Valuation Reserve—Securities sold during the year 4 86.368 92,375,448 

$338,879,417 

DEDUCTIONS 

Dividends Declared $ 57,613,658 

Adjustment Arising from Devaluation of Canadian Dollar ‘ 2.109.374 59,723,032 
EARNED SURPLUS AT DECEMBER 31, 1949 $279,156,385 





NOTES RELATING TO FINANCIAL STATEMENTS — 


1—The principles applied in preparing the accompanying consolidated 
statements for the year 1949 are as follows: 

All subsidiary companies that are one hundred per cent owned, and 
operate in the United States and Canada, are consolidated. 

Current assets, deferred charges, current liabilities, and income of 
Canadian subsidiaries consolidated are converted at the official rates 
of exchange. Other assets and liabilities of Canadian subsidiaries 
consolidated are converted at the prevailing rate at time of acquisi- 
tion or assumption. 

Foreign subsidiary companies, one hundred per cent owned, and 
affiliated companies less than one hundred per cent but not less than 
fifty per cent owned, are shown as investments. After giving effect 
to the devaluation of foreign currencies the Corporation’s equity 
in these companies (based on the latest financial statements received, 
some of which are unaudited) exceeded the amount at which these 
investments are carried by $11,191,522. During the current period 
the Corporation’s equity in these companies decreased $2,655,432 
due principally to the devaluation of foreign currencies. Between 
January 1, 1938 (or date of acquisition, whichever is later), and 
the date of latest financial statements received, the equity increased 
$902,980. 

Income includes dividends paid by foreign subsidiaries and affili- 
ated companies out of surplus earned since date of acquisition. 


2—Promissory Notes provide for annual payments of \ aaa in 
the amount of $10,000,000 beginning on December 1, 1953 


3—In 1946 the stockholders approved and authorized a Stock Pur- 
chase Plan for Employees. Under the terms of the Plan, the price 
or prices at which stock is offered to employees shall be such price 
or prices as shall be fixed by the Board of Directors in its discretion, 
but not lower than seventy-five per cent of the market price. The 
Agreements entered into under the Plan provide that each partici- 
pant has five years to complete payment, and that interest at the 
rate of 2 per cent per annum will be paid on the unpaid balance. 
The Board of Directors may take such action from time to time with 
respect to extension of time of payment as in the discretion of the 
Board is in the best interest of the Corporation. Stock covered by 
the Agreements is pledged by the participating employees as col 
lateral security for payment. Shares in blocks of 25 are released 
from the pledge to the participants as payment therefor is com 
pleted. Each participant has also agreed to apply against the unpaid 
balance the amount, if any, by which the dividends paid to him on 
the pledged shares exceed the interest. The Plan provides that if a 
participant shall die the Corporation will offer, for a period of six 
months following his death, to repurchase the ‘unpaid- for shares at 





1949 


the price to be paid by the participant. Pursuant to offerings made 
under the Plan, the Corporation entered into Agreements with 127 
employees in 1946, 215 employees in 1947, and 815 employees in 1948. 
Included among these employees are 14 officers of the Corporation. 
The price set forth in the Agreements under each offering was the 
closing quotation on the New York Stock Exchange on the date pre 
ceding the offering. After giving effect to the three-for-one stock split 
on April 21, 1948, the shares covered by Agreements entered into since 
the adoption of the Plan in 1946 aggregate 973,950 shares of which 
865,200 shares are held by the Corporation as collateral. In 1949 the 
Corporation repurchased 970 unpaid-for shares from the estate of a 
deceased employee pursuant to the provision referred to above. 
4—No final settlement of the refund to the Government for the year 
1945 under the Renegotiation Act has been made. In 1947 the Accrued 
Provision for Wartime Adjustments was charged with $271,196, rep- 
resenting the estimated cash refund to the Government. Should an 
additional amount be required upon final settlement it will be 
charged to the Reserve for Contingencies. 

5—Union Carbide and Carbon Corporation has agreed to maintain 
the assets held by the Trustee of the Savings Plan for Employees in 
an amount sufficient to permit the distribution of the Trust Estate 
to the persons entitled thereto. 


AUDITORS’ REPORT 


TO DIRECTORS AND STOCKHOLDERS OF 
UNION CARBIDE AND CARBON CORPORATION : 

We have examined the balance sheet of Union Carbide and Carbon 
Corporation and its one hundred per cent owned subsidiaries oper- 
ating in the United States and Canada, as of December 31, 1949, and 
the related statements of income and surplus for the year then ended. 
Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the ac- 
counting records and such other auditing procedures as we consid- 
ered necessary in the circumstances. 

In our opinion, the accompanying balance sheet and statements of 
income and surplus present fairly the financial position of Union 
Carbide and Carbon Corporation and its subsidiaries consolidated at 
December 81, 1949, and the results of its consolidated operations for 
the year then ended, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding 
year. 





HURDMAN AND CRANSTOUN 


New York, N. Y., February 25, 1950 Certified Public Accountants 





Trade-marked Products of Divisions and Units of UCC include 


LinpE Oxygen «¢ Prest-O-Lire Acetylene *« Pyrorax Gas « BaKkELiTE, KrRENE, VINYoN, and VINYLITE Plastics 
Natronat Carbons ¢ Evereapy Flashlights and Batteries « AcHEsoN Electrodes 


PresTonr and Trek Anti-Freezes ¢ Etectromet Alloys and Metals 


¢ Haynes STELLITE Alloys * SYNTHETIC ORGANIC CHEMICALS 
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1950 Outlook for Building 
Stocks 





(Continued from page 616) 


to account for expenditures of 
from $3 billion to $3.5 billion an- 
nually. Highway improvement to- 
gether with population growth 
point to further enlargement of 
the market for motor cars, there- 
by further bolstering prospects 
for national income. 


Much has been said about the 
promising market prospects for 
new housing and other construc- 
tion. The next most important de- 
terminant of activity is financing. 
Here too the outlook is reassur- 
ing. Never before has it been so 
easy to arrange for payments— 
chiefly through intervention of 
Government agencies. Federal 
funds also are available in abun- 
dance for road construction, hos- 
pitals and other public projects. 
Financing by states and munici- 
palities is not difficult. 


Conditions are far different 
than in the 1920’s, when building 
reached unprecedented levels, or 
even as recently as the late 1930's. 
Bankers and contractors, finance 
companies and building and loan 
associations have provided sys- 
tems of “package mortgages” cov- 
ering not only the real estate but 
household appliances, such as 


washing machine and_ kitchen 
range. 

Such easy terms as are now 
available not only for veterans 
but for ordinary home buyers 
would have shocked conservative 
bankers of a generation ago. Re- 
gardless of the economic wisdom 
of such regulations and possible 
financial consequences in years to 
come, there is little doubt that the 
Government (irrespective of the 
party), appears committed to a 
policy of aiding home owners in 
an effort to satisfy their univer- 
sal desire for better living con- 
ditions. 

Abundance of materials is an- 
other essential factor contribut- 
ing to the building industry’s 
promising outlook. Productive ca- 
pacity has been enlarged and 
modernized in the last year or 
two to such an extent that there 
no longer is any serious threat of 
shortages—except temporary in- 
terruptions in production or dis- 
tribution incident to prolonged 
strikes. Ready availability of sup- 
plies is an important factor in 
holding down construction costs, 
for delays in receiving materials 
are much more costly under to- 
day’s high labor conditions than 
ever before. 


Building Costs Leveling Off 
Building costs show indications 


of leveling off after their sharp 
post-war rise. This fact in itself 


is_a_ stimulant to demand for 
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OU DETROIT EDISON 
ANNUAL REPORT 


Copies Are Now Available 


The annual report of The Detroit Edison Company 
has just been mailed to stockholders. It is an illus- 
trated 32-page booklet which describes in detail 
the 1949 activities of the company which supplies 
light and power to the great industrial and farm 
areas of southeastern Michigan. If you are inter- 
ested, we shall be glad to send you a copy of the 


report. Write 2000 Second Avenue, Detroit 26, Mich. 


DETROIT EDISON COMPANY 
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homes. Potential builders who had 
postponed construction of new 
homes now can proceed with as- 
surance that costs are unlikely to 
decline further—in fact, are more 
apt to rise than to fall. The Bu- 
reau of Labor index of construc- 
tion costs, which reached a low 
point in August of 188.2 per cent 
of its 1913 base, had risen slightly 
by the year-end. The American 
Appraisal Company index stood 
at 483 per cent of its 1913 base in 
December, compared with 486 in 
August, suggesting that costs still 
were declining gently in indus- 
trial construction. 


Needs Still Urgent 


Summarizing conditions in 
various construction categories, it 
may be said that need still is ur- 
gent for housing and for most 
types of public works, but has 
been rather well satisfied in in- 
dustry. Financing has been made 
extremely easy and seems des- 
tined to remain that way—espe- 
cially if employment holds at the 
high level now envisioned by Gov- 
ernment economists . . . Supplies 
promise to continue more than 
adequate with production gener- 
ally holding close to capacity for 
the most aggressive and efficient 
manufacturers. Prices are dis- 
playing indications of consider- 
able stability. Profit margins 
average quite a little lower than 
in 1947 and 1948, but should be 
more satisfactory than last year, 
when dealers exhibited a strong 
desire to reduce inventories and 
curtailment of production on the 
part of manufacturers resulted in 
higher costs than otherwise would 
have resulted. In general, building 
supplies manufacturers seem like- 
ly to experience more satisfac- 
tory earnings than last year. 
Hence, with expansion programs 
virtually completed, it would be 
reasonable to look for favorable 
dividend decisions. 

Favorable winter weather con- 
ditions no doubt contributed to a 
better-than-normal start for 1950, 
inasmuch as heavy engineering 
contract awards have been sur- 
prisingly good for this time of 
year. Government contracts for 
January showed an impressive 
spurt, and this development may 
point to higher Federal expendi- 
tures later in the year as a sus- 
taining factor in construction. In 
fact, this category may go far 
toward averting the widely antici- 
pated letdown in business activity 
in the latter part of the year. 
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Non-Ferrous Metals Making 
a Base? 





(Continued from page 618) 
available supply. In contrast, con- 
sumption of zinc slab aside from 
Government stockpiling was ap- 
proximately 750,000 tons. The in- 
dicated surplus supply provides a 
slim chance for a rise in price 
during the medium term, but nor- 
mally firm demand for galvanized 
products, rolled zinc and zinc ox- 
ide seems likely to prevent any 
significant price recession from 
the current reduced level. 

It is important to realize that 
most of the larger miners of zinc, 
copper and lead have completed 
extensive postwar modernization 
programs that should enable them 
to operate more economically than 
before. The wartime shortage of 
labor has been completely elimi- 
nated, though wage costs have 
substantially risen. Long strikes 
that hampered production by sev- 
eral important concerns in 1949 
are less likely to recur this year. 
While earnings generally will be 
lower than in the postwar boom 
years, there is more than a rea- 
sonable chance that by ordinary 
standards, full year net income 
will prove satisfactory in 1950. 

The aluminum industry was 
not immune from recessionary in- 
fluences in 1949, although its vig- 
orous growth in postwar was only 
temporarily checked. Following a 
slump in demand around mid- 
year, a strong recovery soon re- 
stored output to a high level by 
January, 1950. The upturn would 
have been more rapid, had it not 
been for a strike that shut down 
about 25% of the industry’s ca- 
pacity in the fourth quarter. The 
deferred demand created by this 
interruption has stimulated activ- 
ity in the current year and on 
the w hole, the outlook for the in- 
dustry seems encouraging as to 
most of 1950. 

Literally thousands of new 
uses for aluminum and aluminum 
alloys have been developed in 
postwar, and their use has been 
encouraged by the scarcity and 
high prices of competing metals. 
Increased production of aluminum 
since prewar warranted a reduc- 
tion in price from 20 cents a 
pound to 15 cents until 1948, 
when a slight advance to 16 cents 
has occurred and held ever since. 
Domestic consumption of the 
metal reached 1.25 billion pounds 
in 1948, but declined to around 
800 million last year because of 
1950 
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densely populated Eastern Area. Com- 
pany shows steady increase in operat- 
ing efficiency, has strong financial 
position. Pays liberal divider nds amply 
protected by earnings. Shares you can 
buy now for $100 would have = d you 
$6.24 in dividends last year inter- 
ested, write Box ML-1. 





WILL TEL EVISION GROW 
Your answer ‘ 
portunity to 

One of biggest 
active in both 
broadcasting, wants more 
about $13.25 a share. 
dend rates. $100 investment 
bring $3.77 return. 


WANTED: 


profit by its progress 
and best known firms, 
manufacturing and 


should 


More 


people to share 
ownership in one of world’s largest 
chemical companies. Sales et new 


high last year. Research emphasis 
should guarantee long-range growth in 
products, sales, earnings. Ownership 


now would have 
fur- 


interest worth $100 
netted you $5.51 last year. For 
ther information, write Box ML-3 





else 


W here 


your money? 


can you get o 


Of course. 


policies. competition. 
suggest you write us 


name 


ra “ 
There’s no charge. 


70 PINE STREE1 


of the stocks deseribed above 


awE~A_-aEx--_---_--E-EE_—_== 


Gargatne! 
- Judge for yourself! ! 


|~ 
WANTED: More people to join owners 
of Jarge gas and electric company in| 


j; Investment of 


yes’? Well. here’s op- | Shares in one of 


owners at! 
At current divi- | 


Write Box ML-2. | 


"The, do seem like bargains. don't they? 
©. 60, 

And remember, these are dividends paid by 
some of the biggest and best-known companies in America. 
dividends do change 
only one factor you have to consider in making any invest- 
ment. Other factors that you should weigh are management 
sales outlook. et 

We'll tell you all we can about these, 
. Just mention the box number of any 


about any other security. 
no obligation 
whether youre a customer or not. 


Department SF-17 


MERRILL LYNCH, PIERCE, FENNER & BEANE 


Offices in 98 Cities 


DIVIDENDS. “FOR SALE | 
One of world’s largest oil companies | 
has paid dividends each year since 
1882. Conservative policies, strong 
financial position. extensive foreign 
holdings. Long term profit trend is up. 
$100 (present prices) 
would have returned $6.02 in cash last 
year, plus 3‘. stock dividend. For fur- 
ther details address Box ML-4. 


Want Attractive Speculation? 
country’s biggest 
steel companies now selling at 
which would yield 8% return, on basis 
of 1949 dividends. Industry is cyclical, 
so stock is speculative. But company 
has excellent financial position, put 
nearly a billion dollars into expansion 
since the war—still reduced its long- 
term debt subst a More facts? 
Write Box ML- 

FOR | SALE: eae py to share profits of 
leading packaged food company. Ag- | 
eressive, new management paring ex- | 
penses, pushing ales and research. | 
Investment of $100 yee prices) | 
brought dividends of $6 le r. | 
W: vant more det 1ils? Write. Box ML- “6. | 


—— | 


price 





6%. 7% even more -— on 


from time to time. are 


too. That's wliy we 


or ask by 


that interest vou 


and it doesn't matter 
Just write 


NEW YORK 5, N. Y. 




















tempor ary factors. 





How confidently the aluminum 
industry views the future is 
shown by large scale expansion 


programs in postwar. In the very 
near term, Aluminum Company 
of America will place in operation 
a new primary-aluminum produc- 
ing plant in Texas with a rated 


annual capacity of 114 million 
pounds, Reynolds Metals  pur- 
chased from the Government in 


1949 five large plants for $50 
million. These two leading con- 
cerns have additionally spent 
very large sums to expand their 
output both at the production and 
fabricating levels. 

Some improvement in earnings 


seems likely for 
current year, barring further 
work interruptions. Completely 
integrated operations in modern- 
ized facilities, ample ore reserves 
and more available power should 
benefit earnings in coming months 
when demand is expected to be 
substantial. 

The highly cyclical character of 
the non-ferrous metals industry 
attaches above-average specula- 
tive elements to shares in this 
division. As margins of most pro- 
ducers in the group will likely be 
squeezed by lower metal prices, 
investors would be wise to con- 
fine their holdings to the strong- 
est concerns. 


ALCOA in the 
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WHEN SHOULD THESE STOCKS 


BE BOUGHT . 


In our large advertisements which blanketed the nation last 
month under the caption “A Promise and a Warning,” I ven- 
tured a significant forecast. This forecast was and is based on 
our own interpretation of the intricate Cycle studies, that 
while the market was likely to experience some rough going 
over the near term, there would be sufficiently strong and 
puissant over-all bullish Cycles in operation later on to pro- 
duce new Bull Market highs. 

The “later on” was not a guess. Rather it represented that 
careful synthesis of the various bullish and bearish “waves” 
which our quarter-century research in these studies has made 
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(1) There had to be a broad and firm base ideally suited to moves of 
major importance. (Each of these equities has constructed such a 
foundation.) 

(2) No issue was to be selected for purchase if, on the rise since June 
1949, large scale public participation had taken place. (None of 
these selections have been even remotely over-exploited.) 

(3) There must have been recent evidence, by virtue of its tape and 
daily chart action, that no abundant supply exists near eurrent 
levels that might inhibit a worthwhile advance. (Action of each 
one of these equities showed that when concentrated, though be- 
lated buying occurred a few weeks ago, they responded dy ically 





PROMPT ACTION 


Since these stocks have not participated in the 1949-early 1950 
rise in the general market, no element of weak speculative 
holdings exists to cause more than moderate reactions (such 
as probably have already occurred by the time this message 
is read by you). Hence, your promptness in taking advantage 








- AND WHY? 


possible. In other words, if our interpretation and time ampli- 
tude measurements of the exhaustion of temporary bearish 
forces are to be correct (there is no open sesame to stock 
market or any other forecasting) then our readers have the 
assurance that a turning point to a really dynamic upswing is 
near at hand. 

We stress the importance of this new buy opportunity be- 
cause there are ample Cyclical reasons to believe that it will 
be the last one before the major top in stock prices for the 
next five or more years becomes a reality. 


iC NEW LEADERS COMING 


During the past eight months you have seen hundreds of stocks advance 50% or 
more. It should be obvious that the opportunities for important advances in these 
particular issues are largely gone. Yet the popular belief among investors and trader+ 
seems to be that these same old leaders of the second segment of the Bull Market— 
television, motors, etc.—will continue to offer the best profit potentials on the third 
and culminating phase of this Primary advance. 


Some of these issues undoubtedly will continue to display sporadic strength. But 
from technical studies which we have completed in recent weeks, we are strongly 
inclined to the conviction that a certain selected few stocks selling in the low and 
medium-priced brackets, are far more likely to be the new leaders in the coming 


THESE BUY OPPORTUNITIES 
HAVE PASSED 
FIVE SEVERE TESTS 


The charts reproduced in this advertisement represent 
two stocks—both comparatively low in price—whose 
technical patterns show far above average capital gains 
potentials. These equities were among a few singled 
out from over 900 by our staff of experts after month: 
of unlimited study, with these dominant features as a 
must in each case: 


to this demand, proof that comparatively little stock “overhangs” 

the market.) 

Each stock had to have a prominent, long or well-established posi- 

tion in its field, (Every single issue finally selected represents a 

company holding either Ist, 2nd, 3rd or not lower than 4th pesi- 

tion in the industrial gruup of which it is a counterpart.) 

(5) Technical pattern had to be such that upmoves would not likely be 
blocked prior to far-above-average profits. (First and seeond areas 
of resistance or supply on these issues rep price p ial 
increments of a minimum of 40% and a maximum of 70% from 
recommended buy levels.) 


INDICATED 


of our charts, analyses and specific buy recommendations is 
imperative. It is also essential that you obtain continuity of 
our twice-weekly service, so that you will not miss out on sub- 
sequent comment and profit-taking advices. 
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CAN MARKET TURNS BE FORETOLD? 








accordingly. 





(What the Cycles Indicate for 1950 and Beyond) 


The reason, I believe, that more people do not profit in the stock market than 
actually do is because they consider a trend, once established, must go on indefi- 
nitely. The higher the market goes, the more bullish they become and, conversely, 
the lower it reacts, the deeper their pessimism becomes. Obviously they need, and 
need badly, some means of gauging the duration of particular market moves. 

Now the Cycle studies are never expected by us to attain 100% accuracy in forecasting major and 
particularly lesser swings in stock prices. Nevertheless they are, in our opinion, the only available 
means which exist today whereby one may know within the realm of reasonable accuracy, important 
turning points far enough ahead of their actual inception to make it possible to prepare one’s plans 


This leads us to some timely comments, 
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SITUATION 
#2 
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1946 
1997 
1948 








based on our long experience in these studies, 
which you as an investor, trader, businessman 
or executive should read and heed most care- 
fully. These forecasts are: 

(1) Two of the major bullish Cycles 
which run out before a certain 
month in 1950 (already com- 
puted by us now) were the ones 
which capped the great 1924- 
1929 Bull Market. 

(2) Six of the major bearish Cycles 
which will begin to operate rather 
unexpectedly (by the average in- 
vestor) in 1950 (already timed 
by us) were present in the great 
1929-1932 stock market debacle, 


1949 
1950 








panic and depression, 


CYCLE FORECAST FOR 1950 GIVES UNUSUAL ADVICE 


Our 1950 Cycle Forecast (published in December 1949) shows the time zones 
for top limits of the rise which began in June last year. Not only that, but 
this graph and accompanying editorial matter shows the time periods when 
several bad breaks should occur—particularly the one which will initiate the 
great Bear Market that will not terminate until 1952-1953. 

In addition, terse and specific counsel is given on business in general, em 
ployment, real estate (speculative and investment), life insurance, and personal 
or business obligations. 

Although a large supply of the 1950 Cycle Forecast was printed in December, 
jemand for it hag been so great that a second and third edition was necessary 


a few weeks ago and a fourth printing on March Ist. While the limited supply 
lasts, you may still obtain your copy (size 19 x 2414, and in 3 colors) for only 
$10 if you order promptly. 

I may add here—and this thought is aimed specifically at serious-minded 
investors—that our 1950 Forecast, when used in conjunction with our twice- 
weekly letters is, in our opinion, not only a most interesting and thoughe- 
provoking combination, but one that will be absolutely essential to the preser- 
vation and increase of your capital in this, the third most important financial, 
economic and political era in the history of our nation! 


LIMITED TRIAL OFFER 


While this timely message is not designed for those who periodically and regu- 
larly submit “‘trial’’ subscriptions (and seldom subscribe) to investment coun- 
seling services, we are limiting the introductory offer below only to those who 
have not had euch a “trial”? within the past six months. To serious-minded 
investors—who we sincerely believe can be aided by our unequivocal timing 
forecasts of new highs and subsequent Bear Market—our twice-weekly bulletin 
tervice provides the following: 


Expert technical and Cyclical interpretations on the near and longer 
term trends of the stock market. 


(2) A weekly consensus page revealing opinions of 12 or more other 
prominent investment services and market analysts. 


(3) Specifie recommendations for buying or selling short. 


(4) Weekly investment page and Stock Trend’s own Formula Plan for 
investment. 


(5) Specific buy and sell reeommendations on commodities. 


As this is written (February 23) I am convinced that we are truly at a point 
im our modern economic history when investors should have the benefit of 
responsible market advice. 


I sincerely believe that serious-minded investors and traders will find ow 
Twice-weekly bulletins offering a complete coverage of their requirements 


WR thn Terie... 


STOCK TREND SERVICE 


Springfield 3 
Stock Trend Service, Div. M-311, Springfield (3), Mass. 
Gentlemen: 


Twice Weekly Bulletin Service to June 1 ae 


for the coming great depression and Bear Market 





SIX MONTHS’ SERVICE 
pe ene a 


IS eae : fer 


Div. M-311 


wee eee ----=-- HERE IS YOUR ORDER FORM ---- 3-7-7744 4-3-% 


Please send the material checked below, funds to cover which are enclosed. 


Complete month by month Cycle Forecast for 1950 (size 19 x 24'4) showing time zone for probable top and special advice on how to prepare $ 


Next 5 issues of your Bulletin in which the Special Situations for above average 
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profit on the coming rise to new highe are named 


ONE YEAR’S SERVICE $100 
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CANADA DRY 


DIVIDEND NOTICE 


The Board of Directors of Can- 
ada Dry Ginger Ale, Incorpo- 
rated, at a meeting thereof held 
on February 28, 1950 declared 
the regular quarterly dividend of 
$1.0625 per share on the $4.25 


Cumulative Preferred Stock and 
a dividend of $0.15 per share on 
the Common Stock; both pay- 
able April 1, 1950 to stockhold- 
ers of record at the close of busi- 
ness on March 15, 1950. Transfer 
books wili not be closed. Checks 
will be mailed. 


Wo. J. WILLIAMS, 
V. Pres. & Secretary 














meecennenneieenieaibeiiaee 


| Unton CARBIDE 


AND CARBON CORPORATION | 


A cash dividend of Fifty cents 
(50¢) per share on the outstanding 
capital stock of this Corporation 
has been declared payable April 1, 
1950 to stockholders of record at 
the close of business March 3, 1950. 


KENNETH H. HANNAN, 


Secretary 
































C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


\ quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
C. 1, T. FINANCIAL CORPORATION, pay- 


able April 1, 1950, to stockholders of record 
at the close of business March 10, 1950. The 
transfer books will not close. Checks will be 


mailed. 
FRED W. HAUTAU, Treasurer 
February 23, 1950. 


Allied Chemical & Dye Corporation 


61 Broadway, New York 











February 28, 1950 

Allied Chemical & Dye Corporation 
has declared quarterly dividend No. 116 
of Two Dollars ($2.00) per share on 
the Common Stock of the Company, 


payable March 20, 1950, to common 
stockholders of record at the close of 
business March 10, 1950. 

W. C. KING, Secretary 








Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 
At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corpora- 
tion held today, February 20, 
aul] 
the Common Stock of the Corpo- 
ration, payable March 31, 1950 
to Common Stockholders of rec- 
ord at the close of business on March 1, 1950. 


1950, a dividend of fifty cents 
(50c) per share was declared on 

S. A. McCASKEY, Jr. 
Secretary 
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Venezuela — New Treasure 
House of Vital Raw Materials 





(Continued from page 609) 


Only a sensible, long range immi- 
gration policy would correct it, 
provided measures are taken to 
improve housing, health, and san- 
itation. The fact that some 60% 
of the Venezuelans, mostly in the 
rural areas, are illiterate and un- 
dernourished is another reason. 
Still another is the lack of a trans- 
portation system. There is no 
cheap way of getting country- 
produce to market. 

The great wealth (purchasing 
power) remains concentrated in 
the petroleum towns, the federal 
capital Caracas, and a few state 
capitals. The people in these 
places own American cars, radios, 
refrigerators, washing machines; 
they eat American canned foods 
and wear American clothes; some 
of these goods, however, are 
bought at prices at least twice 
those in the States. At the same 
time the people in rural areas, un- 
able to bring their products to 
market for lack of transporta- 
tion, or lacking capital and know- 
how to increase or improve their 
crops, are worse off than ever, 
because what little they earn buys 
less. 

Venezuela is a frontier country, 
and there is a resemblance be- 
tween her cities and the old West- 
ern boom towns. Money flows 
freely for luxuries and fine hous- 
ing from those who have it. To 
maintain his accustomed living 
standard, the average American 
would probably have to spend at 
least twice as much in Caracas or 
Maracaibo as he does at home. 
Wages and salaries in the petro- 
leum boom towns are consequent- 
ly high, as shown in a recent 
issue of a very well put-up pub- 
lication of the Venezuelan Infor- 
mation Service in Washington. 
Salaries of accountants and Span- 
ish-American stenographers are 
from $300 to $420 a month; a 
file clerk can make $200 a month, 
and a trained nurse is paid $50 
for 24-hour duty (and hardly any 
income taxes to pay!). 

Thus Venezuela is probably one 
of the most expensive countries, 
and the bolivar, her currency 
worth about 30 cents, is almost as 
“hard” as the dollar. But there is 
a reverse side to all this. Rural 
areas are depressed despite all 
the subsidies, and Venezuelan 
products other than petroleum 


THE 


are difficult to sell in world mar- 
kets. Apparently even the recent 
rise in coffee and cocoa price is 
not very encouraging to the ex- 
pansion of Venezuelan production 
and exports. 

Hence the Military Junta which 
threw out the elected Government 
of Sr. Romulo Gallegos — (he 
threatened to transform the all- 
powerful army into a_ police 
force) in November 1948 is faced 
with a dilemma as to what to do 
about the bolivar. Should it be up- 
valued or devalued? Up-valuation 
would lower the cost of imported 
goods and keep prices from ris- 
ing. On the other hand, Vene- 
zuelan products, including petro- 
leum, would rise in price, and 
profits and hence also Govern- 
ment revenues would probably 
decline. 

In contrast, devaluation would 
make Venezuelan products more 
marketable, would give more pro- 
tection to domestic industries, and 
above all, the profits of petroleum 
companies, expressed in bolivares 
(and hence again Government 
revenues) would be maintained 
even if some curtailment of petro- 
leum production becomes neces- 
sary. 





MAGAZINE 


Weighing Economic 
Implications of Arms Race 
with Russia 





(Continued from page 598) 


mean continued deficits, there is 
understandable concern of credit 
inflation, for deficits must be fi- 
nanced. The use of banks to 
finance the Treasury’s cash defi- 
cits is being increasingly criti- 
cized, for that adds to the money 
supply—something that is partic- 
ularly undesirable in times of 
high business activity and high 
demand for bank credit. Thus the 
arms race may also lead to 
changes in financing procedure— 
with less emphasis on selling 
Government securities to banks 
and greater emphasis on savings 
bond drives, and possibly the 
launching of new Treasury bond 
issues designed to appeal to in- 
vestors other than commercial 
banks. In this field, too, the arms 
race may leave its imprint. 
Another impact will be mount- 
ing emphasis on dispersal of in- 
dustrial facilities. This doesn’t 
mean, in the majority of cases, 
any removal of existing plants 
from present locations, though 
the Armed Services in a few in- 
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stances have “stimulated” air- 
craft manufacturers to move in- 
land by assigning contracts to 
“inland” plants. Possibly, this 
trend may grow. Generally, how- 
ever, dispersal policies will be 
limited to the spreading out of 
new plants so they won’t be too 
near to other potential defense 
plants, or too close to vulnerable 
coastal areas. But until the scope 
of such planning becomes better 
defined, it would be premature to 
estimate its significance from the 
standpoint of industria] disloca- 
tion involved. 

Altogether, the arms race now 
under way will have many reper- 
cussions. It will be both, an eco- 
nomic stimulant and a distinct 
threat to fiscal stability. The lat- 
ter is implicit in the even bigger 
spending plans now reported un- 
der serious consideration. Con- 
tinued spending even on the pres- 
ent scale is apt to minimize the 
prospect of any serious business 
let--down; and any marked step- 
ping up of the process could well 
bring about once more tighter 
conditions such as we experienced 
in the recent past. But it would 
also mean the evolution of a dif- 
ferent type of economy—one per- 
force attuned and adjusted to the 
many artificialities and burdens 
which any arms race brings in its 
train. 





Mixed Trends in 
Motor Accessories 





(Continued from page 623) 


than in 1948 because of reduced 
demand from non - automotive 
sources and _ other influences. 
EFarnings for the full vear 1949 
are estimated at $1.75 per share, 
much below the $5.45 reported 
for 1948. In the final quarter of 
1949, the directors declared a 
quarterly dividend of 50 cents a 
share in contrast to a former rate 
of 75 cents. Improved conditions 
in the current year may stabilize 
dividends at the reduced rate, but 
competition has expanded rather 
fast and the company’s outlook is 
somewhat obscure. 

Thompson Products, Inc. ex- 
perienced an excellent year in 
1949, with a steady advance in 
quarterly earnings pushing net 
for the full vear up to an estimat- 
ed $11.50 per share compared with 
$9.57 in 1948. The company is 
well entrenched with automobile 
manufacturers as a dependable 
source of valves, pumps, pistons, 
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etc., as well as with makers of 
marine and industrial engines. 
Aside from original equipment, 
replacement parts are in wide de- 
mand. Furthermore, Thompson 
Products has become a leading 
supplier of aircraft equipment 
and now has large backlog orders 
for military items. Extensive re- 
search is responsible for the de- 
velopment of many new products 
by this concern, enhancing not 
only its near term potentials but 
longer term growth prospects as 
well. Ample working capital is 
indicated by the company’s action 
in retiring all short term bank 
loans by the end of 1949. 

The inherent volatility of the 
auto parts industry imparts an 
unusually strong speculative tinge 
to most of the shares. The prices 
of many issues, however, have 
currently discounted many uncer- 
tainties that feature the near 
term. Hence with careful selec- 
tion the equities of the stronger 
and well diversified concerns 
should be held. 





Answers to Inquiries 





(Continued from page 627) 


was reduced in the last two quar- 
ters to 15c per share. Payments 
for the fiscal year totaled $2.00 
per share on the 46,318 shares of 
A outstanding and 90c per share 
on the 453,341 common shares 
outstanding. 

Disbursements upon common 
shares during the current fiscal 
year will depend on the state of 
the company’s business. In the 
first quarter of the 1950 fiscal 
year the regular 50c per share on 
Class A and 15c per share on the 
common was declared. Company’s 
assets on October 31, 1949 were 
$15,601,581 and working capital 
was $5,846,887. 

The company has entered a new 
field of trade-marked and nation- 
ally advertised consumer products 
and is diversifying and broaden- 
ing its entire output. 

Dayton is merchandising its 
new foam rubber products 
through department stores and 
similar retail outlets directly to 
the consumer. The tire outlook for 
1950 appears improved and the 
company’s mechanical goods divi- 
sion which manufactures complete 
lines of V belts for a wide variety 
of uses, printing rollers, textile 
products, and loom supplies, con- 
tinues to present favorable 
prospects. 

















ROME CABLE 
CORPORATION 


DIVIDEND NOTICE 


The Board of Directors of Rome Cable 
Corporation has declared Dividend No. 
15 for 30 cents per share on the 4% 
Cumulative Convertible Preferred Stock 
of the Corporation, payable April |, 
1950 to holders of record at the close of 
business on March 10, 1950. 


The Directors also declared consecutive 
Dividend No. 44 for |5 cents per share, 
on the Common Capital Stock of the 
Corporation, payable March 30, 1950 
to holders of record at the close of busi- 
ness on March 10, 1950. 


JOHN H. DYETT, Secretary 


Kome, New York, March 1, 1950 














MIDDLE 
SOUTH 
UTILITIES, 


Inc. 


DIVIDEND 





The Board of Directors has this 
day declared a dividend of 27'2¢ 
per share on the Common Stock, 
payable April 1, 1950, to stock- 
holders of record at the close of 
business March 10, 1950. 

H. F. SANDERS 
New York 6, N. Y. Treasurer 
February 24, 1950 
































The Board of Directors has declared a 


dividend of 62% cents a share on the out- 
standing 5 per cent cumulative preferred 
stock and 6834 cents a share on the out- 


standing 5% per cent cumulative preference 
convertible stock, both payable April 1, 1950 
to stockholders of record at the close of busi- 
ness on March 20, 1950. A regular quarterly 
dividend of 25 cents a share was declared 


on the outstanding common stock, payable 
March 31, 1950, to stockholders of record at 
the close of business on March 20, 1950. 

M. G. SHEVCHIK, Secretary. 
February 23, 1950. 














THE TEXAS COMPANY 


190th Consecutive Dividend paid 
by The Texas Company and its 
predecessor 


A dividend of $1.00 per share or four per 
cent (4%) on par value of the shares of 
The Texas Company has been declared 
this day, payable on April 1, 1950, to 
stockholders of record as shown by the 
books of the company at the close of busi- 
ness on March 3, 1950. The stock trans- 
fer books will remain open. 
ROBERT FISHER 
Treasurer 














January 27, 1950 
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Are Your STOCKS 


ON BABSON’S 


HOLD LIST? 


Babson’s opinion as to 
which of these or other 
kiyn Un. G stocks to HOLD or 
Brooklyn Un. Gas 
CI peake & Ohio SELL may save you 


sas : losses. Simply check 
eg el those you own, OR 
Cons. Edison LIST 7 OTHERS YOU 
Continental Oil OWN OR INTEND 


Diamond Match 
General Electric 
General Motors 
Homestake Mining 
New York Central 
Niag. Mohawk Pwr. 
Penn. Railroad 


TO BUY, and mail this 
ad to us. We will tel) 
you if clients have been 
advised to HOLD or 
SWITCH them. 


(Please print your 





Oil, Cal. name) 
Stand. Oil, N. J Ryclocat 
tae ten or obligation. 
U. S. Steel atin dere 
F. W. Woolworth acacia 
Zenith Radio M-85 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 
VQ) 








INVESTORS! ORGANIZE! 


Stockhoid Let’s Organize — 





Management, ane yy ; KER. are organized 
— Why not individual investors. Your mone y must net 
work against you either in Washington or in Industry. 


Write for particulars now! 


INDEPENDENT INVESTORS, INC. 
‘Job Makers of America’’ 
19 W. 50th St. (Rockefeller Center), N. Y. 19, N. Y. 








Benj. A. Javits, President 














PACIFIC GAS AND ELECTRIC CO. 


DIVIDEND NOTICE 
Common Stock Dividend No. 137 


The Board of Directors on March 1, 
1950, declared a cash dividend for the 
first quarter of the year of 50 cents per 
share upon the Company’s Common 

Capital Stock. This dividend will be 
paid by check on April 15, 1950, to 
common stockholders of record at the 
close of business on March 15, 1950. 
The Transfer Books will not be ‘closed. 


E. J. BecKeTT, Treasurer 


San Francisco, California 














Machinery Profits Still In 
Downtrend? 





(Continued from page 613) 


Aside from orders derived from 
ECA, business from Government 
sources is not likely to expand 
very markedly in 1950. Some or- 
ders may derive from the aircraft 
program and other defense spend- 
ing but to meet requirements in 
this direction Washington is 
drawing heavily on government- 
owned tool reserves. In theory, 
these large reserves were sup- 
posed to be held for a national 
emergency, but about 10,000 ma- 
chine tools have already been re- 
leased and some are still appear- 
ing in the general market, thus 
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directly competing with the tool 
industry. 


The erratic progress of various 
concerns in the machinery and 
machine tool industry in 1949 is 
clearly revealed by examining the 
appended statistical table. In the 
list of 28 concerns, about half a 
dozen earned more than in the 
previous year, in sharp contrast 
to about an equal number that op- 
erated with a deficit. The large 
majority earned less than in 1948, 
though in varying degree and 
often for special reasons pertinent 
to their individual operations... 
While the entire industry is char- 
acteristically subject to cyclical in- 
fluences, the various divisions and 
their components operate under 
distinct advantages and handicaps 
that require examination. 


Caterpillar Tractor 


The demand for earth-moving 
equipment in 1950 gives strong 
promise of remaining substantial. 
Caterpillar Tractor Company an 
outstanding specialist in this field, 
reaped substantial benefits last 
year from expanded facilities and 
heavy demand. Volume of $254 
million was more than 18% above 
the previous year, while net earn- 
ings rose to $4.89 per share from 
$3.66. Total dividends in 1949 
were $1.75 compared with $1.50 
the year before. The company’s 
export sales of diesel engines, 
powered graders, tractors etc. ac- 
counted for 31% of total volume 
and only a minor portion of ex- 
ports stemmed from ECA. AIl- 
though Caterpillar has spent al- 
most $60 million for plant im- 
provements in postwar, bright 
demand potentials have encourag- 
ed plans for further broad expan- 
sion in the near term. 


Among equipment manufactur- 
ers, Worthington Pump & Machin- 
ery Corporation’s experience in 
1949 is interesting. Although 
sales declined slightly more than 
$3 million, net earnings of $5.11 
per share compared favorably 
with $5.17 in 1948, attesting to 
improved efficiency resulting 
from the company’s postwar mod- 
ernization program. A broad line 
of pumps continues in strong de- 
mand, as is also true of many 
diversified products that help to 
stabilize volume. Among the lat- 
ter are air conditioning equip- 
ment, refrigeration devices, fuel 
engines and a new line of fast 
operating concrete mixers for 
light trucks. 


THE MAGAZINE OF 


Worthington Pump’s foreign 
subsidiaries and associates have 
largely improved their facilities 
and the management is optimistic 
over the outlook for its interna- 
tional business. Total dividends 
of $1 per share in the calendar 
year 1949 compared with 92 cents 
in 1948 but a year-end extra of 
50 cents payable January 3 real- 
ly swelled last year’s total to $1.50. 
Even so, retention of earnings 
equal to $3.61 per share lifted 
working capital to $45.3 million. 
Partly accounting for the much 
improved financial position was a 
$7.8 million reduction in inventor- 
ies, repayment of bank loans and 
borrowing of $15 million on a term 
loan at 314%. 


Although National Acme Com- 
pany reported 1949 net earnings 
of $2.55 per share compared with 
$3.01 in 1948, the decline was 
mainly attributable to a tax ad- 
justment in the earlier year. The 
company’s pretax earnings held 
remarkably even in both periods. 
In the latter part of 1949, foreign 
orders tapered off disconcerting- 
ly, causing the management seri- 
ously to consider expanding its 
facilities abroad. An uptrend in 
domestic backlog orders estab- 
lishes considerable confidence in 
the 1950 outlook, especially for 
the first half year, according to 
company officials. 


Mesta Machine Co. 


The record expansion activities 
of the steel industry brought a 
good 1949 for Mesta Machine 
Company, a leading specialist in 
rolling mill equipment. Net earn- 
ings of $5.30 per share last year 
compared with $5.03 in 1948. The 
relative stability of this concern’s 
business is shown by an unbroken 
dividend record since 1914. As 
steel producers still expect to 
spend sizable sums on plant im- 
provements, the current year 
should again prove satisfactory. 
At the beginning of 1950 an order 
backlog of $31 million compared 
with $35 million a year earlier. 


An insistent demand for auto- 
matic machine tools from manu- 
facturers of durables, both at 
home and abroad, benefitted oper- 
ations of Bullard Company last 
year, an outstanding specialist in 
the field. Net earnings advanced 
to $1.89 per share from $1.58 in 
1948. The management has re- 
ported higher sales and incoming 
orders thus far in 1950, while in- 
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quiries have risen almost 50%. 
Most of the improvement, though, 
has been due to peak activities by 
the automobile industry. 

A leading maker of precision 
tools, Ex-Cell-O Corporation, ex- 
perienced a very satisfactory year 
in 1949. In each quarter of the 
fiscal year ended November 30, 
sales were higher than in the cor- 
responding 1948 periods. Earn- 
ings for fiscal 1949 were $8.26 
per share compared with $6.27 
the year before. Output of this 
concern is broadly diversified, in- 
cluding aircraft engine parts, ice 
cream packaging machines, milk 
packaging equipment and pas- 
teurizing devices. Prospects of 
larger revenues from aircraft 
business and income from leased 
dairy equipment should stabilize 
earnings in 1950 and beyond. 

In our discussion we have cited 
only a few enterprises in the ma- 
chinery industry that held their 
own exceptionally well in a reces- 
sionary year. We could expand 
the list to include a number of 
strong concerns that gave a fairly 
good account of themselves but 
also several that operated with 
disappointing results, as shown 
in our tabulation. On the whole, 
the industry faces somewhat im- 
proved prospects in 1950 com- 
pared with 1949, but the volatile 
character of the business makes 
the shares of most companies 
rather speculative. 





For Profit and Income 





(Continued from page 625) 


you could if they were behaving 
worse than the market, as they 
may do on the next important 
decline. That is a realistic view. 


Profit 


Minneapolis-Honeywell Regula- 
tor has been commented on favor- 
ably as a growth situation by this 
column on some past occasions. 
Earnings rose to an all-time high 
of $6.05 a share last year, nearly 
three times the best prewar fig- 
ure. Dividends have been boosted 
to a $2.50 regular basis, a new 
record, and some extra is likely 
this year. With a 2-for-1 split now 
pending, the stock is at a new all- 
time high of 7414. The yield is 
less than 3.4% on the regular 
dividend. It might be something 
like 4% to 5%, assuming an ex- 
tra. This column would suggest 
profit-taking sales. Growth stocks 
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are good buys when they are 
down, not up. If you buy them 
high, you can wait an uncomfort- 
ably long time for any apprecia- 
tion. Thus, this stock reached a 
high of 60 in 1937, which was not 
topped until 1946 or nine years 
later. In the meanwhile it had 
gone as low as 165% in 1940. It 
has taken the split, as well as a 
good earnings report, to put it 
above the 1946 bull-market high 
of 6814. 


Which? 


At this writing, with a little 
over a sixth of 1950 put behind, 
the Dow industrial average has 
had a net gain of about 2% since 
uie end of 1949, the rail average 
about 5%, utilities 3.5°% and the 
composite average of 65 stocks 
3%. These gains had been scored 
by early February. For more than 
three weeks, there has been no 
further rise. This could be an- 
other phase of consolidation, or it 
could be a distributive phase. 
Only time will tell. What can be 
said is that, considering the long 
period without an important sell- 
off and the tough supply levels 
now encountered in the vicinty of 
the 1948 and 1946 highs, a sub- 
stantial further rise seems more 
unlikely than a rounding top. 


Rags 


War-born supply-demand fac- 
tors carried American Woolen 
from rags to riches. Now it is 
back to rags again, with poor 
earnings and no dividend. This 
column saw it coming. Down from 
1949 high of 3854 to 23, compared 
with 1946 high of 7034, the stock 
is still by no means cheap. 





Corporate Trends in the 
Making as Revealed in 
1949 Annual Reports 
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Company, with a business record 
extending back 124 years. Violent 
fluctuations in carpet prices last 
year, together with a slump in 
sales during the second and third 
quarters, practically cut 1949 
earnings in half, $4.10 comparing 
with $8.11 per share in the previ- 
ous year. It is important to realize, 
though, that last year’s volume of 
$67.4 million was the second high- 
est in the company’s history and 
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Mining and Manufacturing 
Phosphate * Potash ° Fertilizer * Chemicals 


* 
Dividends were declared by the 
Board of Directors on 
February 23, 1950, as follows: 


4% Cumulative Preferred Stock 
32nd Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 

Both dividends are payable March 30, 
1950, to stockholders of record at the 
close of business March 17, 1950. 
Checks will be mailed. 

Robert P. Resch 
Vice President and Treasurer 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicage 6 
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' ANACONDA COPPER 
MINING COMPANY 
| 25 Broadway, New York 4, N. Y. 
i February 23, 1950 
Dividend No. 167 

The Board of Directors of 
Anaconda Copper Mining Com- 
pany has declared a dividend 
of Fifty Cents (50¢) per share 
on its capital stock of the par 
value of $50 per share, pay- 
able March 30, 1950, to stock- 
holders of record at the close 
of business on March 8, 1950. 


C. EARLE MORAN 
Secretary and Treasurer 
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E. |. pu PONT DE NEMOURS 
& COMPANY 





WILMINGTON, DELAWARE: February 20, 1950 
The Board of Directors has declared this day 
regular quarterly dividends of $1.12% a share 
on the Preferred Stock-—$4.50 Series and 87%¢ 
a share on the Preferred Stock—-$3.50 Series, 
both payable April 25, 1950, to stockholders of 
record at the close of business on April 10, 1950; 
1lso 75¢ a share on the $5.00 par value Com- 
mon Stock as the first interim dividend for 1950, 
payable March 14, 1950, to stockholders of 
record at the close of business on February 27, 
1950. 


L. pu P. COPELAND, Secretary 





that net earnings even at the lower 
level were better than in any year 
between 1929 and 1947. This high- 
lights the need of care in studying 
a downtrend in earnings by any 
corporation from the abnormally 
high base in the boom year 1948, 
for, as in this case, comparisons 
with earlier years might still be 
very favorable. The management 
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MAKING MONEY 
BY SAVING TIME 


i 
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Haven't you and your busy 
associates often fumed at the 
delays encountered in travel 
: 





on the airlines? The expense 
of owning and operating your 
own company plane is less 
than you think, especially as 
the costs are deductible from 
income—and the depreciation 
allowance is considerable. 


Instead of waiting at airports 
between flights, you can pro- 
ceed when you wish—in your 
“office in the air,’ equipped 
with typewriter, 
telephone. 


radio and 


If you have a company plane 
now—or are interested in facts 
and figures on how to elimi- 
nate waste of time—please let 
me talk to you. 


Joun V. FLorio 
99-12 41 Ave., Corona, L.I., N.Y. 
(ACCREDITED AIRPLANE PILOT) 
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expects sales in 1950 to about 
equal last year’s, provided con- 
sumer income does not recede or 
operating costs force higher prices. 

While F. W. Woolworth’s 1949 
volume of $615 million was 1.33% 
below 1948, the dip was mainly 
due to lower prices on some lines, 
for unit sales generally expanded. 
A sharp pickup in December re- 
sulted in the largest dollar volume 
for that month in the company’s 
history. Increased wage costs 
largely accounted for a moderate 
downtrend in net earnings to $3.83 
per share compared with $4.48 in 
1948. 

Looking ahead in 1950, opera- 
tions should reflect sales from 57 
new or improved stores opened 
during the last four months of 
1949. The company completed 102 
major projects in the United 
States and Canada last year, at a 
cost of $33 million. Plans for 1950 
involve 97 projects at an expendi- 
ture of $23 million. In all, Wool- 
worth will have completed about 
310 improvement projects, many 
of major size, by the end of 1950, 
all in the short space of three and 
a half years and with all expendi- 
tures met from earnings. Such 
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substantial expansion and better- 
ments should bear fruit increas- 
ingly in 1950. 

Typical of department store ex- 
perience last year, the 1949 re- 
port of Marshall Field & Company 
showed slightly lower volume than 
in 1948, the decrease amounting 
to 7.5%. While the company suc- 
ceeded in reducing its operating 
expenses somewhat, it was unable 
to do so proportionately with the 
downtrend in sales. A 35% re- 
duction in volume of a textile mill 
subsidiary partially accounted for 
the decline in overall sales, for 
net sales in the retail stores divi- 
sion were off only 5%. 

As margins of the retail stores 
were moderately pinched by lower 
prices, also, net income of $4.13 
per share in 1949 compared with 
$5.45 in 1948, or lower by 22.9%. 
Per share earnings would have 
been about 45 cents less except 
for a transfer of $900,000 to earn- 
ings from inventory reserves pre- 
viously established, leaving $7.2 
million still available. Although 
department store sales generally 
may be slightly lower in the cur- 
rent year, an improvement in tex- 
tile operations and good cost con- 
trols should prevent any signifi- 
cant further downtrend in Mar- 
shall Field’s earnings. 


Freeport Sulphur Co. 


Freeport Sulphur Company 
made excellent progress last year, 
reporting the largest production 
of sulphur in its history and a 
well sustained industrial demand. 
The principal sulphur-consuming 
industries—fertilizer, chemicals, 
paper, petroleum, steel, paint, 
rayon and rubber—all purchased 
substantial amounts. Foreign de- 
mand was also very strong, and 
though the company did not ship 
overseas its normal 50% of sul- 
phur exported by the Sulphur 
Export Corporation, the trend 
towards this goal was extended. 
While foreign demand in 1950 
may lessen somewhat because of 
currency devaluations, the com- 
pany expects to sell substantial 
amounts overseas. 

On gross sales of $27.8 million 
in 1949, Freeport Sulphur earned 
$5.9 million or $7.38 per share 
compared with $5.42 the year be- 
fore, with operating margins wid- 
ening to 24.1% from 20.2%. The 
improved showing reflects comple- 
tion of large scale developments 
at the Grande Ecaille mines in 
Louisiana, permitting substantial- 
ly larger output more than offset- 
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ting somewhat decreased produc- 
tion in the company’s Texas mine. 
On the whole, the 1950 outlook 
for this concern is very encour- 
aging. 


Western Auto Supply 


Western Auto Supply Com- 
pany, operating 263 retail stores 
of its own and supplying 2407 as- 
sociated dealer outlets, reported 
1949 volume of $125.4 million, 
only four-tenths of one percent 
below 1948. Increased promo- 
tional activities and an expan- 
sion in the company’s appliance 
sales program held volume rela- 
tively stable despite widespread 
price reductions and shifts in con- 
sumer preferences. 

In view of conditions through- 
out the merchandising industry, 
the management derived consid- 
erable satisfaction in reporting 
net earnings of $5 per share, al- 
though in 1948 $7.65 was earned. 
Western Auto started 1950 with 
no bank debt and a ratio of cur- 
rent assets to current liabilities of 
6.2 to 1, indicating a very sound 
financial status. In the current 
year, the company plans to add 
about 20 company-owned stores, 
remodel many others and to add 
at least 300 new dealer outlets. 

Cream of Wheat Corporation, 
as usual, experienced fewer read- 
justment problems last year than 
most enterprises, as a result com- 
fortably extending an unbroken 
dividend record since 1900. Sell- 
ing prices remained unchanged 
during the year, though a 4.42% 
decline in unit sales brought a 
corresponding dip in dollar vol- 
ume to $9.2 million. Importantly 
accounting for this slight down- 
trend was a 56% decline in 
export sales to countries other 
than Canada. 


Wider Operating Margins 


Despite lower over-all volume, 
though, the softening of comod- 
ity prices and economies achieved 
through modernized facilities 
broadened operating margins, so 
that net earnings in 1949 rose to 
$2.42 per share compared with 
$2.36 in 1948. In consequence, 
shareholders received liberal divi- 
dends of $2 per share. As the 
company plans extensive promo- 
tional activities in the current 
year and has an exceptionally well 
entrenched trade position the out- 
look for stable earnings seems 
bright. 

1949 sales of Cluett Peabody & 
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In this market setting when the investment action you 
take is vital to preserving and building capital and 
income ... we suggest that you turn to THE FoRECastT just 
as you would consult your lawyer, doctor, architect, etc., 
for professional advice. FORECAST SERVICE will provide 
you with the essentials you need in conducting a sound 
investment program. 


1. When to Buy and When fo Sell 

Our weekly market forecast ... with chart of daily 
action . . . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
For Annual Income of 6% to 8% on a Regular Monthly 
Basis; (b) Dynamic Securities for Capital Building 
with Higher Dividend Potentials; (c) Low-Priced Op- 
portunities for Large Percentage Profits. Each program 
comprises a fixed number of securities and it is our aim 
to have you contract or expand your position as we an- 
ticipate pronounced market weakness or strength. Sound 

selection and proper timing key- 





note FORECAST SERVICE. 





given which you can apply to 
your independent holdings and 


to our recommendations. In- 
cluded . with graphs . 
are Dow Theory Interpreta- 


tions of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 








2. Definite Advices on Intrin- 


Have The Forecast Serve You 


.. « In Conducting A Program for 
Greater Income and Profit in 1950 


The weeks ahead will crystallize the extent to 
which the market will consolidate its position 
and revalue individual securities in the light 
of today’s prices and business potentials. 

From such situations substantial profits have 
been secured by Forecast subscribers . . . 


mendations as selected. 


4. Continuous Consultation 


You are welcome to consult us 
.. . by mail or by wire . . . on 
securities in which you are in- 
terested ... as many as 12 at 
a time...to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 


building up in a few weeks many points appre- to hold . . . switch . . . or close 
ciation which normally take ‘several months. out. 
Enroll now to participate in our new recom- 

A Plus Service . . . These con- 








sultation privileges alone can be 








sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Industrial Position and Poten- 
tials; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 8% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders. . . in 
stable investment situations . . . in avoiding laggards. . . 
in keeping your position adjusted to the market’s out- 
look. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially under today’s conditions. At 
this time, you also have the advantage of our Special 
Offer of Free Service to April 15. Mail the coupon below 
today. 





FREE SERVICE TO APRIL 15, 1950 





Wail Coupon = --~~--~~- 
Today! 
SPECIAL OFFER 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 
I enclose 1 $60 for 6 months’ subscription; [) $100 for a year’s subscription. 
(Service to start at once but date from April 15, 1950) 
SPECIAL MAIL SERVICE ON BULLETINS 
Aw Mail: ( $1.00 six meats 0 $2.00 


(0 Telegraph me collect in anticipation of 
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MONTHS' $60 one yea! bo U. S. and er ‘ important market turning points 
Special lehvery: 4. six months; 
SERVICE i] expand or contract my position. 
12 MONTHS' $100 Name ____ . a 
SERVICE 
Address ——-__-__ epmoezet Satie bs 
Complete service will start at 
once but date from April 15th. Cin. State 
nti Your subscription shall not be assigned at List up to 12 of your securities for our initial 
Subscriptions to The Forecast any time without your consent. Analytical and Advisory Report. 


are deductible for tax purposes. i a a a a a a a a ar ar 
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Company, Inc., amounted to $76.6 
million, 8.6% below 1948. The dis- 
posal of a subsidiary late in the 
previous year accounts for about 
a third of the decline. The com- 
pany’s net earnings last year 
shrank substantially to $1.92 per 
share compared with $5.59 the 
year before as a result of severe 
adjustments in inventory values 
and the transition through a pe- 
riod of temporarily curtailed 
demand. 

Aside from these factors, in- 
come from “Sanforized” trade- 
mark agreements fell somewhat 
last year, as in May all outstand- 
ing contracts had to be renewed 
with lower royalty rates. The proc- 
essed yardage carrying the “San- 
forized” trade-mark, however, 
continues at a very satisfactory 
volume and is expanding in many 
foreign countries. 

During 1949 Cluett Peabody 
adequately readjusted inventory 
values and reduced total stocks by 
$7 million from the 1948 level. 
Cash increased $1 million after re- 
tiring bank loans that totalled $3.5 
million at the beginning of 1949. 
Hence the company is in a very 
satisfactory position to face what- 
ever problems may arise in 1950. 





Market in Final Phase 





(Continued from page 595) 


To cite another: in 1938 the 
average held in about a 3-point 
range, topped by 152.31, for a 
month or so prior to early Novem- 
ber. On a two-day “break-out” it 
spurted to 158.08—which turned 
out to be an excellent level at 
which to sell stocks. The average 
did not get back to it until Feb- 
ruary, 1945, and meanwhile had 
fallen to a shade below 93 in the 
forepart of 1942. 

We cite these examples without 
attempting to predict the imme- 
diate course of the market, but 
with the possibility in mind that 
another upside “break-out” might 
now be in the making. If so, we 
advise you to refrain from get- 
ting excited about it. It could well 
be a false move. It stands to rea- 
son that such a performance, with 
or without some  wire-pulling 
“sponsorship,” is more likely to 
be a fake at an advanced market 
level, after a 44-point rise in the 
Dow industrials, than at any ma- 
terially lower level. 

Business projections have, of 
course, been more or less dis- 
torted by the production losses 
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stemming from the coal strike, as 
is discussed elsewhere in this is- 
sue. The fact of fairly good busi- 
ness, with reduced fears of a 
depression around the corner, has 
permitted the market rise. The 
dynamic factor, however, has 
been attractive average dividend 
yields, plus confidence that total 
payments will be maintained close 
to peak levels for 1950, despite 
a virtually sure further shrink- 
age in over-all corporate earnings. 

This argument can be over- 
done, and may have been. There 
are reasons apart from any 1950 
statistics why stock yields should 
be, and remain, relatively high, 
as judged by earlier standards. 
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The greater the investment risk, 
the greater must be the yield to 
compensate therefor. Need we 
point out that the cold war, the 
latent risk of a hot war with A 
or H bombs, the tax-and-spend- 
and-regulate proclivities of the 
Fair Deal, and the militant de- 
mands of organized labor all spell 
more risk for the equity investor 
than was formerly present? In 
the kind of world we now live in, 
stock yields ought to remain 
pretty much on the high side, and 
probably will. Continue to defer 
any over-all expansion of hold- 
ings of equities, and to maintain 
reasonably conservative reserves. 

—Monday, March 6. 





BOOK REVIEWS 
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LABOR DICTIONARY 
By Paul Hubert Casselman 


Industrial unrest and conflict have 
caused many social problems. The Labor 
Dictionary can make a direct contribu- 
tion towards industrial peace by defining 
terms and delimitating fields of discord. 

This work has been prepared to supply 
the need for a concise reference guide 
for matters concerning labor. Emphasis 
has been placed on the comprehensive- 
ness of the number of entries rather than 
on the exhaustiveness of each entry. An 
extensive bibliography containing a 
number of valuable references is given 
at the end of the volume for those who 
require fuller treatment of a particular 
labor topic. 

The volume contains nearly 2500 en- 
tries, consisting of definitions of labor 
terms, biographical sketches of labor 
leaders, accounts of labor agencies and 
unions, labor legislation acts, as well as 
numerous other entries. 

The treatment of each topic is basi- 
cally pertinent and objective. Despite 
the controversial nature of the subject 
matter, the author has succeeded in re- 
moving material not in standing above 
the field of conflict. 

Philosophical Library $7.50 


MAKING WORK HUMAN 
By Glen U. Cleeton 


The purpose of this book is to present 
a philosophy and psychology of work, 
which, if applied, will justify the title 
of the book by making work human. The 
book was written for representatives of 
management who are responsible for the 
work of others, and for those workers 
who are interested in the problem of 
work adjustment. The plan of develop- 


ment has been to mix fundamental 
theory with practical suggestions, in the 
hope that both will be put to the test of 
application by those most responsible for 
development of sound and workable hu- 
man relations in business and industry. 

The primary thesis of the book is that 
work can be made fully as satisfying as 
leisure-time activities... 

Those who believe that the handling of 
personnel problems requires thoughtful 
study and the exercise of carefully rea- 
soned judgment in making work human 
will find the book useful, both for general 
orientation of thinking and as a refer- 
ence volume to be consulted when faced 
with special probems in human relations. 
It is to the leaders in business and indus- 
try, actual and potential, who believe 
that problems relating to man are 
equally important as those relating to 
machines and materials in production, 
that this book is dedicated. 

Antioch Press $3.75 


MONETARY MANAGEMENT 
By E. Sherman Adams, Ph.D. 


Every banker and every person re- 
sponsible for the management of funds 
should have a thorough understanding 
of the problems of monetary manage- 
ment. I can suggest no better means of 
acquiring such an understanding than 
by reading this clear, concise book by 
Sherman Adams. It reflects a combina- 
tion of careful scholarship and many 
years of practical banking experience. 

The book is very informative and ex- 
tremely well written. It emphasizes the 
need for clear thinking on the subject of 
monetary management and the effect our 
huge national debt will have on monetary 
policies. 


The Ronald Press Company 
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Repeating a Special Offer 


At This Critical Time 





\\ ithout obligation, we offer to prepare a 
confidential preliminary analysis of your invest- 
ment portfolio if it exceeds $20,000 in value. 


This report will comment frankly on its diver- 
sification, income and will designate your least 
favorable issues for 1950. 


This offer is made to responsible investors who 
are interested in learning how Investment Man- 
agement Service might apply specifically to 
their personal holdings and objectives. We shall 
quote an exact fee for annual supervision of 
your account and tell you our qualifications for 
serving you in the difficult market ahead. 


The thorough and informative nature of our 
preliminary analyses is clearly shown by the 
comments of investors who have taken advan- 
tage of this invitation: 


From California—“In all my experience as an ex- 
ecutive secretary for twenty years I have never run 
across your superior in the way you have considered 
my situation and am favorably impressed.” E. D. B. 


From Massachusetts—‘Your preliminary report re- 
garding my investment portfolio was received. I 
examined your analysis very carefully and with much 
interest. Your comments and the wisdom of using 
investment counsel sound very reasonable.’’ A. M. 


From Nebraska—"'! wish to thank you for your re- 
port. You covered the subject thoroughly.” G. V. 


From New York—‘'I am in receipt of your valuable 
Preliminary Analysis of my holdings, for which I 
thank you. I had not contemplated that you would 
make such a really admirable report regarding my 
portfolio.” H. A. 


From Ohio—‘Thank you for your immediate reply, 
including a preliminary analysis of my portfolio. I 
can honestly say that I am impressed by this report.” 
D. B. H. 


From Oklahoma—"Your Preliminary Analysis re- 
ceived and it seems to be what I am looking for. I 
am going to take this service and I intend to follow 
itt; OLA 


From Pennsylvania—‘‘Your Preliminary Analysis 
of my inventory of capital investments received. I 
wish to thank you for presenting it in such an excel- 
lent and comprehensive manner.” N. J. 


From Texas—‘I am in receipt of your Preliminary 
Analysis of my stocks. I gave you a big job and you 
gave me a thorough report and J thank you.” H. T. 


From Virginia—‘I am much impressed with your 
report which evidences that you have given thought 
and gone over my portfolio in a thorough and 
painstaking manner which pleases me very much. I 
recognize the soundness of your reasoning and of 
the suggestions made.” F. W. 


Just tabulate your securities, giving the amounts 
and purchase prices so we can consider the tax 
aspects of any changes. State your objectives so 
our advice can be as pertinent as possible. 


All information will be held confidential. This 
offer does not obligate you to enroll—but under 
today’s conditions it is not open to mere 
curiosity seekers. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 


90 Broad Street 


New York 4, N. Y. 









































Highlights of the 38th Annual Report of 
COMMERCIAL CREDIT COMPANY 


The activities of Commercial Credit Company are carried on in three main divisions, consisting 


of Finance Companies, Insurance Companies and Manufacturing Companies. Consolidated net income 


from current operations of the Company for 1949 were the largest in the history of the Company. 





Consolidated Balance Sheet as of December 31, 1949 


ASSETS 


CURRENT ASSETS: 
Cash in banks and on hand $ 56,941,498.76 
Marketable Securities: 
U. S. Government Obligations $ 59,769,843.70 
Other Marketable Securities __9,585,507.28 
$ 69,355,350.98 
Less Reserves... . 44,005.54 69,311,345.44 
Accounts and Notes Receivable: 
Motor and Industrial Retail and ‘‘F.H.A."’...  $395,705,538.56 
Motor and Industrial Wholesale 85,578,138.07 
Open Accounts, Notes, Mortgages and 
Factoring 46,606, 544.69 
Direct or ‘Personal Loan"’ 21,190,030.39 
Sundry Accounts and Notes 1,660,512.99 
. $550,740,764.70 
Less Reserves for eee pee ie 
Unearned Income... .. .  §$ 23,973,852.90 
Losses on Accounts and Notes Receivable 8,445,828.89 


$ 32,419,681.79 518,321,082.91 
Other Current Assets: 
Trade Receivables—'*Manufacturing 
Companies’’..... $ 3,650,277.18 
Inventories—'‘ Manufacturing ar 6,576, 346.03 
Claims against U. S. and Canadian 
Governments—Taxes, etc. . . 2,129,616.03 
Premiums and other Receivables. . . 2,391,560.25 14,747,799.49 


Total Corrent Assets ...........00000. $659,321,726.60 
FIXED AND OTHER ASSETS: 
Land, Buildings & Equipment— 
“Manufacturing Companies” 6,213,478.49 
Company Cars ($1,075,749.63) sata ike 
Repossessions ($397,944.90) and Other vesee___1,617,833.61 7,831,312.10 
DEFERRED CHARGES (Prepaid Interest, Expenses, etc.) 1,772,452.00 
$668,925,490.70 





CONSOLIDATED OPERATIONS 1949 1948 
Gross Finance Receivables Acquired ‘ $ 1,971,773,386 $ 1,767,992,887 
Gross Insurance Premiums, Prior to Reinsurance 50,735,007 37,362,657 
Net Sales of Manufacturing Companies ; 76,106,064 90,440,269 
Gross Income ; 93,303,381 83,410,751 
United States and Canadian Income Taxes cites 13,035,003 12,547,557 
Salaries, Wages, Commissions imsatasenb ies 39,894,856 38,607,700 
Number of Employes: 

Finance Companies ; 4,879 4,183 
Insurance Companies 1,426 1,287 
Manufacturing Companies 5,291 5,675 


11,596 11,145 


COMMERCIAL CREDIT COMPANY AND SUBSIDIARIES 
EXECUTIVE OFFICE — BALTIMORE 2, MARYLAND 


A Few Facts, as of December 31, 1949 and 1948 


LIABILITIES, CAPITAL AND SURPLUS 


CURRENT LIABILITIES: 
Notes Payable—Unsecured Shore Term recite $285,774,500.00 
Accounts Payable and Accruals ‘ 26,013,770.48 
Reserve for Federal Income Tax ‘ 15,485,842.83 
Funds Held under Surety Agreements.......... 393,617.53 
Reserves—Customers Loss Reserves and other. . . 13,852,003.54 


Total Current Liabilities siend $341,519,734.38 
UNEARNED PREMIUMS—“ INSURANCE COMPANIES" 32,331,524.30 


RESERVES FOR: 


Losses and Loss Expense—‘‘Insurance Companies’’ $ 10,813,411.49 
Security Value and Exchange Fluctuations...... 1,701 ,287.26 12,514,698.75 


UNSECURED NOTES: 
Note, 1-5/8% due Aug. 1, 1951 .sseses  $ 3$,000,000.00 
Notes, 2-3/4% due serially 1953/1957 ss 41,500,000.00 
Note, 3% due 1963 $0,000,000.00 


SUBORDINATED UNSECURED NOTES: 


Notes, 3% due 1957 oe -sse+++  $ 25,000,000.00 
Notes, 3.95% due 1964 cant ee ‘ 23,000,000.00 48,000,000.00 


MINORITY INTERESTS IN SUBSIDIARIES..... 189,212.84 


CAPITAL STOCK AND SURPLUS: 
Preferred Stock—$100 par value 
Authorized 500,000 shares 
Issued and outstanding 249,842 shares ...  $ 24,984,200.00 
Common Stock—$10 par value 
Authorized 3,000,000 shares 
Issued ard Outstanding 1,841,749! 9 shares... 18,417,495.00 
Capital Surplus ESeehres eines 17,844,475.61 
Earned Surplus 46,624,149.82 107,870,320.43 


$668,925,490.70 








NET INCOME 1949 1948 
Finance Companies ee ee re 9,157,253 6,731,303 
Insurance Companies : aE aT 5,486,049 3,691,270 
Manufacturing Companies a ‘ 3,127,415 6,240,875 
Net Income from Current Operations 23450; ae 17,770,717 $ 16,663,448 
Non-Recurring Credit from Reserve for 
Contingencies, Accumulated since 1939 eens a 4,500,000 
Net Income Credited to Earned Surplus. . $ 17,770,717 $ 21,163,448 
Net Income per Share on Common Stock 

Credited to Earned Surplus $9.16 $11.00 
Non-Recurring Reserve for Contingencies 2.44 
From Current Operations. ...........ssse008 $9.16 $8.56 
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